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NEW LIGHT ON THE ECONOMIC CAUSES OF THE 
FRENCH REVOLUTION 


In November, 1903, M. Jaurés proposed to the French Chamber 
that the French Government should undertake to publish docu- 
ments relating to the economic side of the French Revolution, on 
which he asserted no printed collection of documents existed. A 
“Commission chargée de rechercher et publier des documents 
d’archives relatifs & la vie économique de Ja Révolution ’’ was duly 
appointed. The Committee was very energetic. Departmental 
committees were created to undertake researches into local 
archives and make proposals to the central commission of docu- 
ments for publication. A huge inquiry was undertaken all over 
France and a great deal of local interest was stimulated, which 
resulted in the formation of local societies to explore and publish 
details of economic importance to the locality. The result is that 
a number of documents have already been made available? relat- 
ing to the grievances of the peasants, the abolition of feudal 
rights, the sale of the confiscated lands of the Church and the 
Crown, and the general condition of industry and agriculture 
both before and immediately after the Revolution. A school of 
French economic historians has grown up in the twentieth cen- 
tury who have made this period their own. MM. Bloch, Bour- 
gain, Caron, Gerbaux, Marcel: Marion, Sagnac, C. Schmidt, and 
Sée, to mention only a few of the more celebrated names, have all 
recently contributed to our knowledge of pre- and post-revolution- 
ary conditions. In addition, French economic history of the 
eighteenth century has recently been studied by Russian his- 


1Sée: Revue historique, 1911, Vol. 106. “ L’ceuvre de la Commission des 
Documents Economiques de la Révolution francaise,” p. 318. 
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torians, who have rather concentrated on conditions immediately 
before the Revolution. The works of MM. Luchitsky,? Kovalev- 
sky,? Kareiev,‘ Afanassiev (Athanas’ev),° and Ardascheff,® to 
name only a few who have been translated into French, are 
especially valuable, as so much of what they describe for the 
period 1750-1789 was going on under their own eyes in their 
own country in the twentieth century. They were therefore able 
to understand the significance of movements which to us have 
become historical. We are now in a position to begin to under- 
stand the great underlying economic movements of the French 
Revolution which have been so neglected hitherto and which 
throw a new light on the happenings of that momentous period. 

Recent research has shown that in addition to the burden of 
taxation unequally levied and most oppressively collected, there 
were other economic grievances which were effective in bringing 
the great mass of the working classes in France into line with the 
revolutionary leaders. There were, in fact, two parallel move- 
ments in France making for change. One was a political con- 
stitutional movement, the backbone of which was the middle 
class of prosperous townsmen, lawyers, and other professional 
men. They wanted a direct voice in public affairs; they wanted 
a Constitution which should embody their views; they wanted a 
reformed fiscal system with less waste; they wanted a career 
open to them in the army, navy, and diplomatic service; they 
believed in commercial freedom and in freedom for the individual 
to realise his capacity in any direction that seemed good to him. 
Therefore, financial reform and a Constitution, the abolition of 
privilege and laissez-faire as a policy, all seemed to this class the 
great goals of reform. 

The other movement was more purely economic, and had its 
origin in the condition of the French peasant. It arose out of 
the fact that France was over-populated, and could not feed her 
people in the then stage of her agricultural development. She 
was subject to famines and scarcities all through the eighteenth 
century. Any attempt at introducing better agricultural methods 
and larger yields meant large farms and enclosure of wastes and 
commons, both of which roused. bitter opposition among the 

2 L’ état des classes agricoles en France a la veille de la Révolution, 1911. 

Quelques remarques sur la vente des biens nationauz, 1913. La propriété pay- 
sanne en France @ la veille de la Révolution, 1911. 

Ia France a la veille de la Révolution. I. Les Campagnes, 1909 
II, Les Villes, 1911. 

4 Les paysans et la question paysanne en France dans le dernier quart du XVIIIe 


eiécle. 5 Le commerce des céréales en France. 
® I.ce intendants de province sous Louis XVI., 1909. 
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peasantry. Already too numerous for the available land, they 
found their opportunities of obtaining more land curtailed by the 
growth of large farms. Nor were their small holdings of much 
use without the addition of the commons. The enclosure of these 
and the break-up of wastes roused an intense hatred of the reform- 
ing agriculturists. They, on the other hand, needed capital to 
carry through their improvements in agriculture, which were, 
after all, essential for the country if it was to support its growing 
population. They therefore began to increase in various ways 
their feudal demands, and again roused fresh opposition, not 
merely because they were improving their land in a way that 
injured the peasantry, but because they were making the existing 
burdens harder to bear and were claiming arrears. 

On the other hand, there was a growing prosperity in the 
country districts, due to the spread of rural bye-industries. By 
the decrees of 1762 people were allowed to manufacture outside 
the jurisdiction of the gilds. Industries rapidly grew up in the 
country, and proved a very valuable asset to a heavily-taxed 
peasantry. This flourishing industry received a heavy blow after 
the treaty of 1786 with Great Britain. Liberal tariff reductions 
were made on both sides; France was swamped with English 
goods, and a severe industrial crisis set in, culminating’ in 1788. 
Peasants lost their industrial bye-employment, artisans were out 
of work in the towns, and thousands emigrated. It is scarcely to 
be wondered that, when famine followed, as it did in 1788-9, 
peasants and town artisans were willing to join § any 
party which promised a new heaven and a new earth. Although 
to the leaders this meant constitutional reform, to the peasants it 
meant the abolition of feudal dues and the possession of more 
land. Hence, while the lawyers were debating the rights of man 
the peasants forced the pace; they insisted on the abolition of 
feudalism without compensation, and the government was forced 
to try and satisfy the land hunger by the sale of royal, noble, 
and ecclesiastical estates. 

The France of 1789 was essentially an agricultural country. 
Twenty out of the twenty-six million inhabitants gained their 
living in connection with agriculture,’ and therefore to the bulk 
of the people agricultural questions outweighed all others in their 
pressing importance. 

While the condition of the rural population varied enormously 

? Levasseur: Population Frangaise, I. p. 288. According to a document 
drawn up in 1787 and presented by Calonne to the Assembly of Notables, the 
population gathered in towns of any size (i.e., over 10,000 people) was about 


24 million only out of 26 million. 
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from district to district in France,® one feature is noticeable all 
through the eighteenth century, and that is that the peasants 
were steadily increasing the amount of land they held. They were 
constantly buying land from the nobles, whose share was dimin- 
ishing. Then, too, serfdom had practically disappeared.” The 
French noble had ceased to have the power to keep a man on 
the land; the peasant was able to own property, sell it or leave it 
by will, and marry his children without his lord’s consent, all of 
which was impossible for the genuine serf. In comparison with 
the German, Austrian, Russian, or Danish peasant of the period, 
the position of the French peasant was good and was improving. 

An important incident of serf tenure was the obligation on 
the peasant to give so many days’ work a week to his lord in 
return for his holding. These labour dues or corvées had in the 
majority of cases been commuted for fixed payments in kind or a 
small money payment, which had become trifling as the value of 
money decreased, though here and there survivals of the corvées 
were to be found." The fact was that the lords cultivated such a 
small proportion of their land themselves that they did not 
require anyone to work on their land, and the corvées had ceased 
to be demanded. The lord’s land was so intermingled in scattered 
strips with the peasants’ holdings that it was almost impossible 
for the owner to cultivate it as a single undertaking.” Hence he 
let his land to tenants and sometimes sold it to them. 

There were in France two classes of peasants—those who 
owned their land and those who hired it for purposes of cultiva- 
tion. Of these latter some would have a lease and pay a fixed 
rent in money or in kind, generally the latter—this was the pre- 
vailing type in the North. Others would hold their land on the 
métayer system, the lord finding land, cattle, and seed and the 
peasant tools and labour, and both sharing the produce, whatever 
it might be. This was the prevailing type south of the Loire. 

All classes, however, whether owners, leaseholders, or 


®’ Compare Sée: Les classes rurales en Bretagne, 1906, where conditions seem 
to have been especially miserable (p. 517) with Marion, M. “ Les classes rurales 
dans le généralité de Bordeaux”’ in Revue des études historiques, 1902, where 
the lot of the peasants was distinctly improving. 

® Luchitsky : Etat des classes agricoles, pp. 19-24. 

10 Tt has been calculated that the number of serfs in 1789 was only 1,500,000. 
Lavisse: Histoire de France, IX. p. 255. For survivals of astriction to the soil 
see Kovalevsky, op. cit. p. 258. 

1! Kovalevsky, op. cit. p. 262, 263. Sée: “ La portée du régime seigniorale 
au XVIIIe. siécle’”’ in the Revue @’histoiremoderne et contemporaine, 1908, X.'p. 175. 

12 Luchitsky : Etat, p. 56-58. He points out that in Limousin out of 40,000 
arpents of land owned by the nobles only 1,150 arpents, ¢.e., 2-9 per cent., were 
cultivated by them 
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métayer-tenants, had to pay dues to the seigneur, who might or 
might not be the same person as the owner of the land.¥ The 
peasant owner would merely pay these dues, the tenant would 
pay his rent or share of produce and the dues in addition. There- 
fore, over and above the taxes paid to the King, there was the 
taxation to be paid to the seigneur, for the seigneurie was a State 
within a State. 

Of these feudal dues one item consisted of banalités, viz., the 
obligation of the peasant to take his corn to the lord’s mill to be 
ground or his grapes to the lord’s wine-press to be made into wine, 
a payment in kind being taken for the service rendered.* When- 
ever !and was sold a proportion of the sale price varying from 
one-fourth to one-sixteenth had to be given to the seigneur (lods 
et ventes). Another due known as Cens or Champart was an 
annual payment in kind varying in amount from place to place, 
but usually consisting of one sheaf in ten or twelve. This had to 
be carted by the grower to the seigneur’s barn. In addition, there 
was a payment when a man inherited his land, usually amounting 
to a year’s rent. Furthermore, the seigneur had the right of 
administering justice and taking fees for so doing. Only in 
‘criminal matters had his jurisdiction been diminished by 1789. 
He was also entitled to levy tolls on all goods in transit as well 
as on goods exposed for sale in the market. Probably the most 
unpopular of all the feudal dues were the hunting rights, which 
caused the spoiling of much produce and interfered with the 
ecurse of agriculture.’ 

While the proportion paid to the seigneur was smaller than 
that paid to the Church and far smaller than that paid to the 
King, these dues were resented in that the peasant received no 
equivalent for them and the actual amount paid was often un- 
equally levied and vexatiously collected. Two arpents of land 
of the same quality in the same parish would pay different sums 
as dues. Some peasants had not one, but three or even seven 
seigneurs, and had to deliver the grain at each chateau. With 
the growing tendency to acquire land, the peasant resented more 


13 Some seigneurs drew large revenues from regions where they had no land. 
This was the case of the Princes of Monaco, Soubise, and duc de Noailles. The 
latter drew large sums as seigneurial dues from Limousin and only owned 600 
arpents of land there, mostly uncultivated. See Luchitsky : Etat, p. 88. 

14 Tn the case of grain the actual amount due was one-sixteenth, but in practice 
the miller often took more. See Sée: “ La portée,” op. cit. p. 178. 

15 See Sagnac in L’wuvre sociale de la Révolution francaise, ed. Faguet, p. 225. 
Only 3,000 out of the 70,000 seigneurs possessed hunting rights. Kovalevsky 
p. 238. 

16 Luchitsky : Etat, p. 91. 
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and more these rights, which hindered him in the enjoyment o! 
the full ownership of the land he acquired. 

The amount of land actually owned or cultivated by the 
peasants is not known. One thing is certain, and that is that 
the French Revolution by no means created the peasant proprie- 
tor ; it is doubtful if it even increased his number. It freed him 
from seigniorial dues and made him a freeholder instead of a copy- 
holder, but either as tenant or owner he worked the bulk of the 
cultivated land of France before 1789." The average size of the 
holding of the French peasant was probably a very small one.” 
The peasant would grow for his own subsistence and not for a 
market. He would pay his dues or rent in grain, and it was the 
landowners and setgneurs who would have the surplus of grain 
wherewith to furnish the markets. There were, however, many 
large peasant properties to be found,’® though the small ones were 
typical and there was a widespread ownership of land. Even the 
beggars owned land in Bordelais,” and, as has been said above, 
this peasant ownership was on the increase.”! 

Dupont de Nemours, an agricultural expert of the eighteenth 
century, estimated that the clergy and the nobles held four-fifths 
of the woods, pastures, and marshes and one-sixth only of the 
arable land. Luchitsky having examined the taxation returns 
relating to the vingtiémes, considers that a third was owned by 
the peasants in the north in Picardy, Artois, and Soissons; in 
the Orleannais and Burgundy they held the same proportion or a 
little more ; in the provinces of the centre they owned a half; in 

7 Luchitsky : Propriété paysanne, p. 249. 
18 Levasseur: Classes ouvriéres avant 1789, II. p. 772, note. The amount of 
capital possessed by the French peasant was so small that he could not have 


undertaken a large property. Cf. Luchitsky : Petite Propriété en France avant 
la Révolution (1897), p. 66. In Laonnais 


1-3% of the peasants possessed 50 arpents and over 


414% 7 as 20-50, 
17-3% - a 5-20 _,, 
26-5% 2 cs 15s 
49-5% > - less than | arpent. 


19 Sée: Classes rurales en Bretagne, p. 242-3; Luchitsky : Propricté paysanne. 

0 Marion: ‘‘ Les classes rurales dans le généralité de Bordeaux” in Revu 
des études historiques, 1902, p. 99. See also Sée: Classes rurales en Bretagne, 
p. 70-75. 

21 Between 1750 and 1785 in Soissons the peasants had acquired four times as 
much land as they had lost; in Limousin between 1779 and 1791 of the land 
changing hands the nobles had bought 9:5 per cent. and sold 49-5; the 
bourgeois had bought 30-6 and sold 36-7 per cent. The peasants had sold 8-5 
per cent. or 700 arpents and had acquired 55 per cent. or 4,700 arpents. It 
was the same in other provinces very different in character, such ag 
Languedoc. Luchitsky : Etat, pp. 20, 21. 

92 Lavisse : Histoire de France, IX. p. 246. 
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some parts of the east their share was two-fifths; in the south 
in Languedoc and Guyenne and part of Provence it rose to a half, 
and it was only in the neighbourhood of the towns that this pro- 
portion shrank.* In addition to this, they would rent land as 
tenants or work it on the métayer system. The bourgeois who 
held land were largely officials; the industrial or commercial 
classes scarcely appear at all as large landowners,”* which accounts 
to a certain extent for the lack of capital and enterprise in French 
farming. The bulk of the land owned by the Church was in the 
north, which was also the region where the large farms were to 
be found, t.e., in Artois, Picardy, Normandy, the Isle de France, 
and Beauce. 

The fact that the cultivatable land was to so large an extent 
in the hands of ignorant peasants accounts for the backward 
nature of French agriculture and its deplorable results in the con- 
stant scarcities from which France suffered in the eighteenth 
century. The methods of agriculture were those handed down 
from manorial times. The ploughing and reaping were done in 
common, and the whole community had the right of turning the 
beasts over the reaped land after harvest to keep the cattle alive 
‘during the winter. Large wastes were also necessary on which 
the draught or plough oxen might live during the summer when 
the corn or hay was growing in the cultivated fields, and this 
prevented the extension of arable fields. 

The corn land was either cultivated on the extensive system 
of one year cropped and the next fallow or on the three-field rota- 
tion of two crops and a faNow. It was estimated by Dupont de 
Nemours in 1786 that in France 18 million arpents were cultivated 
on the system of alternate crop and fallow and 12 on the three-field 
rotation. Thus 13 million arpents out of 30, or nearly a half of 
the arable land of France, would lie uncultivated every year.™ 

In addition to the fallow land, there was in France an enor- 
mous extent of heath, forest, and marsh. Arthur Young said 
that between a sixth and a seventh of the whole kingdom was 
occupied by wood, a necessity in a country where little coal was 
worked,” and where wood was the only fuel. He estimated that 


33 Luchitsky : Htat, pp. 17, 42. 

24 Cf. England, where they were the principal element in the eighteenth 
century. See Ashley: Economic Organisation, p. 124-8. 

35 His report is quoted in Pigeonneau: L’administration de lV’agriculture au 
contréle générale des finances 1785-87, p. 268. The arpent varied from place to 
place. For purposes of rough estimation it may be taken as a little over an acre; 
12 million arpents are approximately 13,750,000 acres. 

26 Travels in France, edition 1794, Vol. I, pp. 373, 472. 
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18 million English acres were sheer wastes, and tracts no more 
productive than wastes brought this up to 40 million acres alto- 
gether.” Nor did the land actually cultivated yield well. With 
the exception of Flanders and Alsace, he said that “the tillage 
of the kingdom is most miserably performed, and many of the 
provinces are in this respect so backward that to English eyes 
they appeared: to be pitiably conducted.’’ He said that there was 
insufficient capital applied to the land, and saw “nothing respect- 
able on small properties but a most unremitting industry.’’ He 
considered that France was “too populous to be happy,” ” the 
competition for employment being already too great to permit the 
people to live in comfort. “In France population outstripping 
the demand is a public nuisance.” ** With its 26 million people, 
its large wastes and forests, its backward system of agriculture, 
it is scarcely to be wondered that France suffered frequently from 
famines. The years 1709, 1725, 1749, 1768, 1775, and 1785 seem to 
have been specially bad years. Indeed, so bad was the famine in 
1709 that the population, which had probably been 19 million in 
1700, had dropped to 16 or 17 million by 1714.% Kareiev says 
that risings took place on account of food scarcity almost every 
year during the eighteenth century,” while Bonnemére speaks of 
thirty famines between 1700 and 1789. 

Communications were so undeveloped that even if one district 
had a surplus it was very difficult to transfer it to another that 
had too little, and the result was that the glightest hint of a scarcity 
sent prices soaring up, and grain was promptly hoarded. How- 
ever liberal the Government might be, under the influence of the 
Physiocrats, in allowing grain to be transferred, the movement of 


27 Tb. Vol. II, p. 96. His view of the enormous extent of the wastes is confirmed 
by a French agricultural expert, the Marquis de Turbilly, who speaks of half the 
country being waste. See Weulersee: L’école physiocratique en France, 1911, 
p. 316-7. ee Tp, 41. 

28 Travels in France, I. p. 453. ase T. p. 409. 

2° Levasseur : Population francaise, I. p. 211. 

30 See the list of authorities quoted by him in “ Les émeutes d’affamés,”’ 
p. 631-633 in Les paysans et la question paysanne en France dans le dernier 
quart du dix-huitiéme siécle. 

*1 Histoire des paysans, II. p. 127. Taine in his Ancien Régime (English 
edition, 1876, p. 334) mentions risings in Normandy in 1725, 1737, 1739, 1752, 
1764 and 1765, 1766, 1767, 1768 always on the subject of food scarcity. The 
same phenomenon appears in 1770 at Rheims, in 1775 at Dijon, Versailles, 
St. Germain, Aix in Provence, while 1788 and 1789 were years of scarcity in 
all France. See also Letaconnoux : “* La question du subsistence et du commerce 
des grains au XVIIIe siécle”’ in the Revue @histoire moderne et contemporaine, 
1907, p. 409 and “ L’agriculture et la Révolution ” by Bourgain, p. 163 in the 
Revue Whistoire des doctrines économiques et sociales, 1911. For Bordeaux, 
Marion, op. cit., p. 464-474. 
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grain was nearly always obstructed by the people, who feared a 
shortage, while the physical difficulties of sheer transport were 
very great, and were complicated by the way in which weights 
and measures varied from district to district and by the innumer- 
able tolls or péages on roads and rivers and on sales in the 
markets. The scarcity threatened to get worse as the population 
increased, and the result -was a general rise of 40 to 50 
per cent. in the price of grain in the last half of the eighteenth 
century. , 

The only hope of preventing the recurrence of the dearths 
seemed to lie in an increase of the yields of corn. In _ the 
eighteenth century this meant animal manure, and there was a 
scarcity of animals in France owing to the fact that there was so 
little winter fodder when there was no artificial pasture, little 
hay, and no roots, while feeding beasts on grain when it was so 
scarce for human beings was unthinkable. It was estimated by 
the experts of the committee of agriculture in 1786 that there were 
only 1,800,000 cows, 1,200,000 calves. and 1,700,000 horses and 
2() million sheep in all France.** “The proportion of farm 
animals is insufficient and does not furnish the necessary manure 
for cultivation,’’ was the verdict. It was one thing, however, 
for the experts to say what ought to be done ; it was quite another 
thing to get it done in the then state of France. The clergy, for 
instance, were against any change to permanent pasture, as this 
would make their tithes so much more difficult to collect.“ But 
the chief difficulty was the great subdivision of the actual pieces 
of land in cultivation. The Journal Giconomique of February, 
1763,® says that “the land is so subdivided in all our provinces 
that the majority of strips are only a few perches, so that an 
ordinary worker who cultivates 30 arpents has to take them in a 
hundred different plots at a considerable distance one from the 
other.’’ It would be necessary to consolidate the strips and form 
larger farms if the soil were to be economically cultivated, and 
with the growing demand for more land the tendency was all the 
other way—a man had to get land to live; emigration never 


52 Letaconnoux: “La question du subsistence et du commerce des grains ”’ 
in Revue dhistoire moderne, 1907, Vol. VIII. See also ‘“‘ Les Transports en 
France au XVIII. siécle’’ by Letaconnoux in the same review, Vol. XI. 
Oct. 1909. Of 32 provinces 10 produced more than they could consume, 10 
nearly sufficed for their own wants and 12 were deficient. A good deal of wheat 
was imported. 

33 Pigeonneau : De l’administration, op. ctt. p. 19. 

34 Marion, H.: La dime ecclésiastique en France au XVIIIe. siécle, p. 124. 
See also Marion, M.: “‘ Les classes rurales en Bordelais,” in Revue, op. cit. p. 452. 

wtp. GN. 
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seems to have been a possible alternative to the peasant, and 
hence passion for land and the uneconomic holding as a result. 

The upper classes in France realised the necessity for im- 
proved production, and there grew up after 1750 a great enthusi- 
asm for agricultural improvement. The big landowners were eager 
to imitate their English contemporaries, “the spirited proprie- 
tors,’’ and at the same time relieve the almost perennial scarcity 
in France. Prices were rising and an increased yield would be 
very profitable even if it involved capital outlay. The philosophy 
of the day encouraged this enthusiasm for agriculture. The 
Physiocrats taught that it was the sole productive industry, and 
the return to Nature advocated by Rousseau made agriculture a 
fashionable pursuit. The rising prices, moreover, made it neces- 
sary for the landowners to get more money if they wished to 
preserve their standard of life. A certain number of great landed 
proprietors began to live on their estates and carry out scientific 
agriculture,*® societies of agriculture were formed all over the 
country; a department of agriculture was created in 1761 to 
initiate and help on improvements, and this was re-enforced by a 
special committee of experts set up in 1785 (a year of scarcity), 
which sat till 1787.* 

The typical English enlightened farmer of the day was the 
person to whom the French experts turned for inspiration. He 
farmed an enclosed compact area of considerable size—the very 
antithesis of the ‘French peasant with his scattered morsels of 
land. Hence the desire of the French experts was to create large 
farms of the English type; also to enclose wastes as the English 
landlords were doing, and to drain the marshes as the English 
were doing in the fens. All this, when carried out in England, 
had led to the ousting of the small cultivator. In England he had 
the alternative of factory work; in France he had no alterna- 
tive, and the movement was bitterly resisted. The rural popu- 
lation of Flandre Maritime when stating their demands and griev- 
ances in the Cahiers in 1789 are chiefly concerned to ask for the 
division of large farms into small ones and the prohibition of the 
accumulation of small farms in one hand to create large farms.* 
This movement to create large farms took place in other parts of 
France, so that M. d’Avenel declares that there was a veritable 


36 The Marquis de Turbilly, the duc d’Harcourt, the duc de La Rochefoucauld, 
the duc de Liancourt, the duc de Charost. 

37 De l’administration de Vagriculture, 1785-7, Pigeonneau et Foville, p. VI 
(VIII). 

38 Cahiers de la Flandre Maritime en 1789, edited by Saint Léger et P. Sagnac, 
1906. Also Cahiers du baillage d’ Alencon, ed. Duval, p. 77 ff. 
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revolution in agriculture going on equivalent to the factory 
movement in industry.” 

It is probable, however, that the view of M. d’Avenel is exag- 
gerated, for the rapid development of large farms in France was 
held back by three factors. In the first place there was no class 
in France resembling that of the English agricultural labourer, 
and therefore there was a difficulty in getting labour for large- 
scale farming.” There was’also the further difficulty of sorting 
out the strips into a compact whole for intensive farming. Being 
let to many tenants, it was not easy to resume possession of the 
strips rapidly or possible to combine them quickly. There would 
probably be little blocks of copy-holders in the way who could 
not be easily got rid of, and would have to be bought out. Then, 
too, the average French noble was poor,*' and lacked capital, and 
improved farming meant sinking capital in the land. In so far 
as the movement towards large farms did progress, it limited the 
chance of the French rural population obtaining land at a time 
when the pressure of population on the land was increasing and 
the resorting of the strips created much friction between landlord 
and peasant.‘ 

At the same time the man who possessed or rented a small 
holding was attacked from another quarter. Much of the value 
of the small properties depended on two things—the first was the 
fact that he could supplement his arable strips by turning any 
cattle he might have on to the wastes, and the second was the 
right of supplementing pasturage in winter by turning the beasts 
over all the arable land after the harvest was gathered (raine 
pature). Moreover, from the wastes and forests the peasant drew 
his supply of fuel in the shape of turf or wood and the materia! 
for the repair of his house and his implements. In the latter 
half of the eighteenth century the Government was doing its best 
to help the improving landlords to break up wastes and abolish 
the right of common pasture after the harvest. To break up the 
wastes would add to the arable area of the country and increase 
the food supply; to abolish the right of pasture would give a 
chance for the development of root crops and winter fodder for 
the cattle. This would increase their numbers and increase the 
manure supply, which lay at the basis of all attempts at intensive 
farming. 


3° Histoire de la propriéte, etc., I. p. 285. Sée: Classes rurales, p. 262. ‘There 
is no trace of this in Brittany however. Wolters, Studien zur Agrargeschicht 
Frankreichs, p. 240. 

‘© Luchitsky : Etat, p. 35. For Bordeaux, Marion, op. cit. p. 355. 

41 Kovalevsky : p. 299. “2 Kovalevsky : pp. 153-6, 
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Probably no movement created more friction in France than 
the attempt to enclose wastes, if we may judge from the com- 
plaints in the Cahiers and those addressed to the Committee on 
feudal rights which was appointed in August, 1789, to inquire into 
some of the burning agricultural questions.* 

In the process of centuries the seigneurs had gradually 
acquired the ownership of the wastes, but the peasants had 
enjoved certain servitudes over them and in some cases had become 
part proprietors of the commons. The royal power had always 
protected the peasant rights as against the over-lords, realising 
that the use of the commons in the then state of agriculture was 
essential to the small farmer if he were to be in a position to pay 
taxes at all. Hence a series of edicts were issued during the 
seventeenth century, culminating in one of 1667,“ all designed 
to protect the rights of the peasants to pasture on the waste, 
wood-cutting, etc. In the eighteenth century this great prop 
was withdrawn, and the object of the Government confronted by 
famines was to increase the yields, cultivate the wastes, and drain 
the marshy land. Moreover, with the ideas of individualism then 
in vogue the general policy was against this communal and waste- 
ful user of land that would yield better, so it was thought, in 
individual ownership. One of the principal movements of the day 
was to divide up the wastes between peasants and lords. From 
1760 onwards a series of decrees was issued offering special induce- 
ments to persons who would break up wastes.©* The land so 
broken up was free of taxes for fifteen years, also free of tithe for 
periods varying from ten to forty years.” 

The various parlements, many of whose members were land- 
owners, favoured the carrying out of these decrees, as did also 
the intendants, and considerable land reclamation was carried 
out.“ While new holdings would be thus created and more oppor- 
tunity given to the peasants to get land, the lords, according to 


48 Sagnac et Caron: ‘* Les comités des droits féodaux ”’ in Collection des docu- 
ments inédits sur Vhistoire économique de la Révolution francaise, 1907, p. 145-155 
and 507-621. ; 

44“ Tes communaux et la révolution francaise’? by Bourgain in Nowvell: 
revue historique de droit francais et étranger, Nov.—Dec. 1908. For documents 
see Bourgain: ‘ Le partage des biens communaux ” in Coll. des doc. inédits. 

46 The edicts of 1761 and 1762 were designed to encourage the breaking up 
of wastes in the generalities of Paris, Amiens, Soissons, Orleans, Bourges, Moulins, 
Lyons, Riom, Poitiers, La Rochelle, Limoges, Bordeaux, Tours, Champagne, 
Rouen, Caen, Alencon. In 1764 all owners of marshes were encouraged to drain 
them. In 1768 the edicts were extended to Brittany, in 1770 to Languedoc. 
There were also special authorisations for enclosures in special places. 

47 Marion, H.: Le dime ecclésiastique, p. 49-53. 

‘8 See figures of reclamation given in Lavisse: Histoire de France, LX. p. 212. 
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the Cahiers, were guilty of much high-handedness and oppression 
in carrying out what was undoubtedly a much-needed agricultural 
improvement. The proprietors had a right, called ‘‘triage,”’ 
withdrawing into their own possession a third or two-thirds, as 
the case might be, of the woods and wastes. This right was con- 
stantly exercised in the last half of the eighteenth century.” 
They were, however, not always satisfied with the “triage”’ 
allowance. In many cases they simply dispossessed the users of 
the commons and enclosed without any form of law. This was all 
the more easy as they held the administration of justice in their 
own hands. The men with small plots of land—the most typical! 
of the French rural population—could no longer get wood or 
pasture a goat or a cow on the waste. Life became much 
harder,” especially as the right of pasturing on the common fields 
after harvest was being withdrawn at the same time. Bitter 
animosity was felt against those who took the new holdings.®! 
This enclosure of wastes took place all over France, if one may 
judge from the Cahiers, but was most pronounced where the 
seigniorial power was strongest, as in Lorraine. 
The Government, anxious to improve agricultural methods, 
- was so convinced of the harmfulness of the practice of throwing 
open the arable fields after harvest that it did its best to abolish 
this practice also, and issued a series of edicts between 1767 and 
1777 authorising owners to enclose their lands in those provinces 
where the practice of open fields was most prevalent. The ques- 
tion was complicated by the fact that not only did the inhabitants 
of a certain parish or area pasture their beasts on the arable 
fields, but there was another easement, the droit de parcours by 
which other parishes had the right of pasture over certain areas. 
It chiefly applied in mountain regions, and was designed to give 
the mountain people winter pasture in the valleys. The result 
of the animals passing to and fro to these open pastures was a 
great grievance, and the multitude of interests involved made any 
agreement at enclosure by consent impossible.™ 
An inquiry held by Calonne in 1787 reveals that very little 

enclosure of the open fields actually took place. Where it was 
carried through, however, the small men were further deprived 
of their pasture rights; they were left without winter grass for 

49 Sée: La portée, p. 188 and instances given in Sagnac and Caron: Coll. des 
doc. inédits. Also Lefeuvre: Communs en Bretagne, pp. 54 and 128. 

59 Kovalevsky : op. cit. pp. 140, 142, 166, 205-214. 

51 Sée : Classes rurales en Bretagne, p. 233. 

52 Sée: “‘La question de la vaine pature” in Revue @ histoire économique et 
sociale, 1914; also an article on the same subject by the same writer in Revue 
du dix-hwitiéme siécle, 1913. 
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the cattle, which diminished accordingly, and this meant 3 
scarcity of manure. Nor could they pasture the cattle anywhere 
else, as the wastes were being enclosed all round them. 

In addition to this tendency towards larger farms and break up 
of the wastes, a movement was on foot to increase payments 
generally both for rent and feudal dues. 

The period 1764-1789 was a time of rising prices, as Was 
inevitable with a population pressing so drastically on the food 
supply. There was a great demand for land at any price, and 
there was a general rise in farm rents, especially of large farms. 
In many cases rents doubled in a short period.» There was a great 
incentive to land improvement in the rising prices, but the French 
seigneur lacked capital, and he set out to try and get it. He 
revised the methods by which his rents and dues were paid, and 
thereby increased the burden of the feudal dues and roused an 
already exasperated and alarmed peasantry to challenge the whole 
feudal régime. The feudal dues, like the rents, were usually paid 
in kind. Both were collected by middlemen, who sold the pro- 
duce and handed over the money value to the lord. Contem- 
poraries considered that under the best conditions the collection 
absorbed one-fourth of the revenue, and where there was any 
difficulty in payment, or a lawsuit was necessary, the better part 
of the revenue seems to have been lost to the lord.” The yields 
under the métayer system were very uncertain, and the lord’s 
share varied enormously from year to year. ‘There was there- 
fore a great desire among the lords to let land on lease and let it 
for a money payment. Payments in money were felt by the 
peasant, however, to be more exacting than payments in kind. 
The métayer, who depended on his lord to provide him not merely 
with land but with capital to work it, felt the pressure severely 
when the lord tried to substitute leases. It was more difficult 
for him to take up land if he had to provide working capital him- 
self. The man who has not been accustomed to money payments 
is usually ina very difficult position. It means resort to a money- 

*3 Kareiev : op. cit, p. 142-159. Kovalevsky, op. cit. 207-211. 
*' Wolters : op. cit. p. 226. 
* Luchitsky : Etat, p. 99 states that in the North (the region of large farms) 


land whichjin 1747 had been let for 475 livres let for 1,000 livres in 1774. In 
Brittany a farm let for 200 in 1776 was let for 350 by 1778. Levasseur: Classes 
ouvriéres avant 1789 II. p. 772 notes that 10 farms possessed by the hospices 
of Roucn were let before 1750 for sums ranging from 300 to 4,500 livres, in all 
13,300. By 1787 this sum had doubled. Sée: Classes rurales, p. 259-61, gives 
many instances of rents doubling between 1726 and 1785. For a corresponding 
rise in England see Levy, H.: Die Not der englischen Landwirte, pp. 5-7. 

56 Luchitsky : Liat, pp. 76-78. 

57 Kovalevsky, op. cit. p. 278-9. °§ Kovalevsky, op. cit. p. 169. 
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lender, a high rate of interest, and the pledging of the crop in 
advance. In France it was a matter of special difficulty as the 
old ideas about usury prevented his getting loans easily, and 
yet he had to get money to make money payments. Not merely 
was there an attempt to get more rent in the form of money, but 
there was a movement on foot to turn the feudal payments into 
money. Instead of giving up so much meal to the miller for 
grinding corn a money payment was often required. 

There was also a successful attempt to insist on arrears of 
feudal dues being paid as well as a revival of payments long since 
obsolete. A professional class of “feudistes” existed whose busi- 
ness it was to search out and discover claims of feudal origin, and 
in the latter half of the eighteenth century these were stimulated 
to discover new claims. Many feudal payments had fallen into 
abeyance altogether ;* there were arrears often of thirty years. 
It was now being insisted not merely that the dues should be 
paid in future, but that they should also be paid for years in the 
past. emissions and reductions also ceased. As there had been 
a general rise of prices, arrears if collected in kind would be worth 
substantially more than they had been worth twenty or thirty 
years before. If collected in a famine year, such as 1788, when 
prices were exceptionally high, the dues would be worth far more 
than in an earlier period. If turned into money the money value 
would equally be substantially higher than in the earlier period. 
This made the demand for arrears seem especially oppressive.™ 

Although feudal dues were but a proportion of the pay- 
ments the peasant had to make, this ‘‘feudal reaction,” which 
was especially vigorous after 1780, was the last straw. It was 
not against inequitable taxation that the peasant rebelled but 
against the feudal nobles. The peasant had always resented the 
seigniorial dues, seeing no justification for them. These were 
now increased, and increased at a time when land was more 
difficult to get, when pasture was restricted and when new and 
vexatious modes of payment—viz., money payments—were being 

59 Kovalevsky, p. 13-14. 

60 Kovalevsky, p. 224. Marion: Classes rurales en Bordelais, p. 337-339 for 
commutation into money payments in that district. 

$1 Luchitsky : Etat, p. 102. 


8° Luchitsky, op. cit. 94-5. See also Marion: Classes rurales en Bordelais, 
where arrears of 10, 20 and 29 years appear to have been frequent. He quotes 
the instance of 294 tenants of S. Seurin, 279 of whom were in arrears between 
1764 and 1771, 216 of them for 29 years, p. 335. 

63 Sée: La portée seigneuriale, p. 186. Sée also speaks of an increase in the 
‘‘ corvées extraordinaires,” that is to say that there was a growing demand for 
the peasants to undertake special bits of manual labour without compensation. 


64 Luchitsky : Etat, p. 102-104. 
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insisted on. ‘Taxation was unjust, but one could often evade it 
and it was old. This was new. With taxation one could struggle 
along somehow, and anyway the collection was being much im- 
proved, but without land one could not live. The peasants only 
needed to be told by Boncerf, in the Inconvénients des droits 
féodaux, that these feudal claims were the result of theft and 
robbery, for their grievances to become articulate and for them 
to join any revolutionary party which should promise to abolish 
the feudal system and give them their land unfettered. Mean- 
while, with the growing population and the large uncultivated 
areas of France, the need for more land, not merely free land, 
but extra land to cultivate, was becoming increasingly pressing 
every year, and it was getting more and more difficult with the 
large farm movement to obtain land or even to keep what one 
held. Part of the animosity felt against the Church in France 
was due to the fact that it held up large tracts of land in mort- 
main which could not be sold, and therefore the peasant who lived 
on or near church property sould not increase his holding of 
land. 

Another very real grievance, but one to which justice 
has been done hitherto by historians," was the inequality of 
taxation, which was paid mainly by the peasantry. The Royal 
taxes, of which the chief were the taille (réelle et personnelle), 
the twentieth (vingtiémes), the salt tax, and the poll tax, were all 
paid by the peasants—the privileged classes, consisting of nobles 
and officials, largely escaping, while the towns, having commuted 
payment, were either free or assessed very lightly. Not merely 
did the burden of taxation fall on the poorest class, but it was 
very unequally levied on those that did pay ;* thus, while some 
escaped lightly, others had a double burden. The actual amount 
of the direct taxes would not have been heavy had it been equally 
distributed.” As it was, the peasant was afraid to improve his 
land, as that only meant a rise in his land tax or tadlle. The 
result was “lean cattle, poor implements, and bad manure, when 
they might have others.” It is only fair, however, to the admin- 


65-6 In Les Cahiers de la Flandre maritime en 1789, ed. Léger et Sagnac, many of 
the demands are for the sale of “‘ biens de main-morte.” 

67 See Taine: Ancien Régime. Book V,c. 2. Gomel: Causes financiéres de la 
Révolution francaise. Marion, M.: Les Impéts directs sous Vancien régime 
principalement au X VIIIe siécle, 1910. Cambridge Modern History, VIII. c. 3. 

68 See Marion for the district of Bordeaux, Rev. des Etudes hist. p. 115-124. 

6° Marion, M.: Les impéts directs, p. 120. The actual amount received from 
direct taxation was only 190 million livres out of 475 in 1789 and would have 
been a light tax if evenly adjusted. 

7° Young, A.: Travels in France, I1. p. 205. 
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istration under Louis XVI. to point out that the collection of the 
taille was improving. All the provincial assemblies bear wit- 
ness to a diminution of the evils of collection,” and rone of 
Louis XVI.’s intendants made fortunes.” 

In addition to his feudal payments and the Royal taxation 
the peasant had to pay the tithe to the Church or to the seigneur, 
who often took it instead of the ecclesiastical powers. The tithe 
was @ proportion of the gross produce which was taken without 
counting the expenses of production. It fell not only on cereals 
and straw, but also on wool, flax, hemp, beans, fruit, lambs, and 
pigs. The average of the tithe was a thirteenth of the produce, but 
like the taxes and the feudal dues it varied not merely in different 
parts of France, but even in the same parish, and from article 
to article. In the parish of Lacépede, for instance, an eleventh 
was taken from corn, a thirteenth from flax and hemp, and a 
twentieth from wine and millet.”2 The peasant might have borne 
the tithe had the money been paid to the parish priest, but it 
passed often to some large tithe-owner, bishop, abbé, convent, or 
lay person, who often neglected to fulfil the purposes for which the 
tithe was instituted, viz., the support of the poor and the main- 
tenance of the church. This left the support of the destitute as 
an additional burden on the locality. Of the total value of the 
tithe, which was between 225 and 250 million livres, the parish 
clergy only received about 36 millions,”* the remainder was kept 
by those who rendered no services for it. It is scarcely to be won- 
dered, then, that an attack on the Church accompanied the attack 
on the feudal nobles, when one realises in addition how vexatious 
the tithe was in collection and how perennial were the disputes 
that arose between priest and farmer over their respective shares. 
The clergy, whose function was the cure of souls, appeared as 
tax-gatherers, interested financially in the state of the harvest, 
poking in the stables, counting the sheaves in the field or the flax 
or the honey or the pieces of cloth, so that the “touching rela- 
tions” of priest and peasant, so eloquently referred to in later 
times, resolved themselves into a series of suits by the ecclesias- 
tical authority for payment or by the peasant for restitution of 
exeess,” 

In addition to these payments to King, Lord, and Church, the 
peasant was, up to 1776, liable to give 380 days’ work annually on 


71 Marion, M.: Collection des textes sur Vhistoire des institutions. ‘‘ Les impéts 
directs,’’ No. 18, 61, 62, 64 and 65. 72 Ardascheff, op. cit. 

78 Marion, H. : Ladime ecclésiastique en France au X VIITe siécle, 1912, p. 54-72. 

74 Marion, H.: La dime ecclésiastique, p. 162. 

78 Marion, M. : Vente des biens nationaux, pp. 5, 6. Kovalevsky, op. cit. p. 291 
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the roads. It was then reduced to 12 days, and abolished in 1787 
and a money payment substituted, except in Brittany.” 

Taine’s estimate of the burden of taxation was that out of an 
income of Fr.100 direct taxes took Fr.53.15, the tithe Fr.14.28, 
and the seigniorial dues another Fr.14.28, making Fr.81.71 in all, 
leaving the peasant only Fr.18.29, and out of that the salt tax 
and wine excise had further to be paid.” It is, however, generally 
acknowledged that this estimate is excessive, and modern writers 
are inclined to accept M. Marion’s tentative estimate as nearer 
the truth, viz., 14 per cent. for the tithe, the seigniorial dues 11 
to 12 per cent., and the direct taxes 36 per cent.,’® 7.e., Fr.60 out 
of 100. While this estimate is 20-21 per cent. lower, it is still 
appallingly high. 

Nevertheless, it is fairly obvious that there was a growth of 
prosperity among large sections of the rural classes in France 
during the eighteenth century. Horace Walpole in 1765 thought 
the condition of the people had wonderfully improved. “The 
worst villages are tight and the wooden shoes have disappeared,” 
was his verdict. M. Marion in his intensive study of the rural 
classes in the Généralité of Bordeaux gives many proofs of the 
progress in comfort and wealth of the peasants. There was a 
great increase in the yield of the tithe there which shows that 
the peasant’s proportion of the produce must have grown as 
well. The seminary of St. Raphael, for instance, which was by 
no means exceptional, asserts that its tithe was worth 85 livres 
in 1740 and 230 in 1784. Such a rapid rise was out of all pro- 
portion to the rise in prices.” He points out that inns multiplied, 
that there was a great increase in the use of tobacco, that villagers 
were sending their girls to school in the neighbouring towns, and he 
asks how would the humblest and poorest parishes have been able 
to formulate grievances, demand admittance to the higher military 
and ecclesiastical posts, ask for liberty of the Press, and frame 
Constitutions in the Cahiers, if the country population had been 
in a state of incessant struggle against misery and hunger. “There 
is a manifest exaggeration in regarding the life of the peasant 
aa a long agony.” 

While it seems difficult to account at first sight for this growth 
of prosperity when one thinks of the weight of the three-fold 


*6 Marion : Impéts directs, Ch. iv. ‘‘ La corvée,”’ p. 113. 

7? Ancien Régime, p. 412, n. 5. English translation. 

78 Impéts directs, p. 120. Classes rurales en Bordelais, pp. 133, 216, 235. For 
the tithe see Kovalevsky, op. cit. p. 288 and Marion: La dime ecclésiastique, 
p. 55. 79 Rev. des études hist., 1902, pp. 460, 461. 

8° Marion, op. cit. p. 476. Also Wolters, op. cit. p. 224. 
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burden of taxation, royal, seigniorial, and ecclesiastical, that the 
peasant had to bear, one must remember that evasions and ex- 
ceptions were numerous. Those who took land on the reclaimed 
marshes and wastes escaped, for instance. It is always the 
people who are aggrieved that make themselves heard, the pros- 
perous ones keep silent, partly because they do not wish to attract 
the notice of the tax-gatherers, partly because they do not desire 
to invite competition. Agriculture was undoubtedly improving, 
and there was more opportunity of disposing of the produce, as 
the Physiocrats were bent on removing hindrances to sales. It 
would, however, be the richer peasant with the larger holding 
who would benefit. The small person with a scrap of land would 
have no surplus, being merely a subsistence farmer. The seigneur 
whose dues were taken in grain would also gain by removal of 
restrictions on the sale of corn, as he, too, would have a surplus. 
With the rise in price of 40 to 50 per cent. that took piace those 
that had a surplus must have gained considerably. Then, too, 
there was an increasing export of agricultural products between 
1715 and 1787. The export of raw materials rose in round num- 
bers from 4 million livres to 14, and foodstuffs from 6 to 21. 

’ Wine rose from 27 million to 55, and cattle from 1 million to 8, 
tobacco from 1 million to 8.%! According to another estimate, 
the export of the products of the soil had risen from 36 million 
livres to 93 between 1716 and 1789. Manufactured goods, how- 
ever, show the larger increase. The export had risen from 15 
million livres to 152 during the same period. There was also a 
large re-export of colonial products, which had also increased 
from 15 million livres to 152.” 

Now this tenfold rise in manufactured products must have 
meant a larger demand for raw materials such as flax, wool, silk, 
and wood, much of which must have benefited agriculturists 
somewhere. It cannot all have been imported.** The large 
re-export of colonial goods must equally have benefited the 
ports and the agricultural districts surrounding them. Again, 
it is possible that the little subsistence farmer did not reap 
as much benefit from the quickened demand as the larger 
peasant with a surplus. He would, however, feel as an additional 
grievance the increasing differentiation between himself and the 
richer bourgeois cultivator. But after all, the peasant of the 


81 Levasseur: Histoire du Commerce de la France, quoting Arnould, Vol. I. 
pp. 517-18. 82 Levasseur : Hist. du Commerce, II, p. 517. 
82a Arthur Young, I. p. 502. 
88 The grievance felt at the growing differentiation between the agricultural 
classes in Russia is a parallel instance, see Wallace (D. M.) : Russia. 
ce 2 
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lowest class as well as the well-to-do cultivator was continually 
buying land, and he must have got the money from somewhere. 
He cannot therefore have been absolutely living on the margin 
of subsistence. 

The real improvement in the condition of this class was 
probably due to the great spread of industry as a bye-employment 
in the country districts after 1762. The gilds had received a 
new lease of life from their reorganisation by Colbert in the 
seventeenth century, and were consequently very powerful in 
France in the first half of the eighteenth century. The tendency 
of gilds is to confine industry to,towns where they can control or 
supervise the conditions of manufacture. This was true of France, 
though a certain amount of spinning was carried on in the 
country.* 

By two edicts, 1762 and 1765, any person might engage in 
industrial production without belonging to a gild as long as he 
observed the general regulations for the conduct of industry laid 
down by the Government. This freeing of industry from gild 
control was part of the general liberal reforming movement of the 
time which aimed at ensuring as much liberty to the individual) 
us possible. It was part of the same movement that was trying 
to free the corn trade, was attempting to abolish the internal 
tolls, improve the collection of the taxes, and reduce the com- 
mons to individual user. 

The general result was a widespread extension of industry 
in the rural districts nearly all over France.* The pieces of 
cloth woven in such a poor district as Brittany rose from 118,000 
in 1767 to 249,000 in 1775,®, and these were worth between 14 
and 15 million livres. We hear from time to time of large mer- 
chants employing thousands of country workers. A certain Bron- 
dés at Saint Dyé, near Blois, was said to have 2,100 country 
workers in his employ, 1,800 of whom were spinning, 180 wind- 
ing, and 70 weaving. Goudard, another merchant-manufacturer, 
had in 1770 no less than 6,000 persons connected with his busi- 
ness scattered throughout Languedoc. In 1789 twenty-five vil- 
lages were working for the manufacturers of Abbeville who were 
exporting cloth to the French colonies. Rouen was one of the 
great centres that had a wide background of country industry 
dependent on it. Indeed, one of the inspectors chronicles that 
‘there are few villages in which woollen or linen cloth or stock- 
ings are not being made.”* 

‘4 Levasseur : Classes ouvriéres avant 1789, II. p. 586. 
85 Tarlé: L’industrie dans les campagnes a la fin de Vancien régime, 1910. 


6 Sée: Classes rurales, 449. 
S? Tarlé, op. cit. p. 13. Kovalevsky, Il. Les Villes, p. 170 ff. 
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Arthur Young noticed this prevalence of domestic industry 
and considered that it was harmful to agriculture ,** as the people 
were so occupied with their industrial bye-employments that they 
did not apply themselves to increasing the agricultural yields, and 
it created a scarcity of labour for intensive farming. This prob- 
ably lowered the pace of agricultural improvement. The Gov- 
ernment favoured the extension of this country industry, and in 
1779 relieved it of all restrictions. The country workers were 
not even obliged as heretofore to conform to the general regula- 
tions laid down by the Government. This was only acknowledg- 
ing an existing state of affairs, since industry had become so 
widespread that inspection was impracticable. Some of these 
peasant workers, as in England, sold straight to the consumer ; 
the majority appear to have worked to order for a merchant whose 
agents collected the goods. Sometimes the peasants supplied the 
raw material and delivered over the finished article made on their 
own looms; sometimes the agent or the merchant supplied the 
raw material and, more rarely, the looms. We find all degrees 
of dependence and independence. 

Into this prosperous hive of country industry, with its growing 
export, the treaty of 1786 with England came as a sort of thunder- 
clap. The Eden treaty was of such an extraordinarily liberal 
nature for its time that most of the import duties, heretofore on a 
prohibitive level in both countries, were reduced to between 10 
and 12 per cent. ad valorem. 

This treaty came into operation in May, 1787, and was almost 
immediately followed in France by a great industrial crisis. English 
goods, which had always had a certain vogue among the rich in 
France, now flooded the market. The import, which had been 
24 million livres in 1784, rose to 583 million in 1787, of which 33 
million were manufactured goods. By 1785 the imports of 
English goods had risen to 63 million livres and were 58 million 
in 1789. The French exports to England, on the other hand, 
declined somewhat, being 373 million in 1787, 34 in 1788, and 
36 in 1789.% 

This large import of foreign goods coincided with a shortage 
of raw material in France so that while some merchants ceased 
to give out orders because they could not give out raw material, 
others ceased to place orders because they could not sell the goods 
made, the English gocds having ousted French products. The 


si Vol. I. p. 568. 
‘8 Levasseur: Histoure du Commerce, 1. p. 540. 
** Levasseur: Hist. du Commerce, I. p. 542. 
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result was an appalling industrial crisis,” the effect of which was 
compared to the revocation of the Edict of Nantes. 

From all the big manufacturing centres, Rouen, Elbceuf, 
Sedan, Carcassonne, the tale is the same—a diminution in the 
number of looms, workmen emigrating, merchants ruined. The 
intendants send in requisition after requisition for money for poor 
relief, and in-spite of the desperate condition of the finances no 
less than Fr.1,500,000 were sent by the Government at the end 
of 1788 and the beginning of 1789 to relieve the distress. The 
inspectors of manufactures considered that by the end of 1785 
there were 200,000 workmen unemployed in the towns, and this 
crisis had then lasted a year and a half. Many had, however, 
emigrated.” 

While the Eden Treaty was blamed for the depression, there 
were many other contributory causes. There was a failure, for 
instance, of the silk-worm and a scarcity of raw silk in the year 
1787-1788." The French clip was not sufficient for the growing 
cloth industry, and Spanish merino wool was a necessity to mix 
with the native wool to produce good quality cloth. There was 
increasing difficulty, apparently, in obtaining this, as the English 
also required Spanish merino wool, and were most expert in ob- 
taining it. They kept agents at Bilbao to purchase it, and were 
able to ship direct to England, while France was hampered by 
defective transport. 

Moreover, in certain lines of trade the English were ousting 
the French, especially in the Mediterranean. They supplied a 
better cloth at a cheaper price, and thereby ruined the cloth trade 
of Carcassonne,” which depended on the Spanish and Mediter- 
ranean market. This would have happened, treaty or no treaty, 
but it was not obvious to the people at the time. The workmen 
considered the Government a sort of economic Providence to 
which they must address themselves if they wished for work or 
better wages, in the same way as peasants would pray to God for a 
good harvest. When anything went wrong the Government 
was blamed. Hence the crisis was considered to be the fault of 
the Government, which with its liberal ideas had abandoned the 
traditional policy of prohibition. 

Already smarting under the increasing weight of the seigniorial 
dues, incensed by the enclosure of commons, eager for more land 
and seeing no prospect of getting it, and now deprived of the bye- 


9° Schmidt, C.: ‘ La crise industrielle de 1788” in Revue historique, Vol. 97, 
1908, p. 78 ff. " Schmidt, op. cit. p. 91. 
*% Schmidt, op. cit. p. 89. % Kovalevsky, Les Villes, p. 731. 
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employment, is it to be wondered that the French peasant was 
willing to support the middle classes in a revolution? The town 
artisan, who had felt the crisis acutely, was willing to join as well. 
Matters were precipitated by the fact that 1788 was a year of 
great food scarcity, and ended in one of the coldest winters known 
for the century, when even the port of Marseilles froze. 

Unemployment, lack. of food, and bitter weather gave point 
to the other grievances. When the country was asked to state 
its views in the Cahiers des doléances they became articulate. 
While the middle classes pinned their faith to a constitution and 
financial reform, the agricultural classes, by far the most nume- 
rous, looked to the abolition of seigniorial rights and more land as 
the remedies for their troubles.%*. 

On August 4th, 1789, at an excited meeting of the Estates 
General, the feudal dues were partially abolished. Those that 
remained were to be surrendered for a money compensation. The 
peasants refused to pay any compensation, and finally, in 1793, 
the remnants of seigniorial power were simply swept away. As at 
the same time the peasant ceased to pay his tithe to the Church, 
and the prices of food rose, he was in a very favourable position 
if he were a proprietor with a surplus. If he were a tenant the 
absence of the tithe often meant a higher rent, but it did mean 
that even the tenant gained by the abolition of feudal payments, 
and where he paid his rent in depreciated assignats, the increase 
of rent was not as large as it seemed. The sale of the national 

_lands enabled all those who had capital to increase their holdings 
at a very cheap rate, since the land was paid for in depreciated 
paper money. The huge land sales also gave the town bourgeois 
the chance to acquire large farms and brought business methcds 
into agriculture.“ The Napoleonic road system enabled far greater 
transferance of agricultural products to take place, and gave an 
incentive to agricultural improvement.” It remained however, for 
the nineteenth century to see intensive agriculture carried out in 
France.™ 

It is interesting to notice the similarity between the Russian 
revolutions of 1905 and 1917 and the French revolution of 1789. 


*24 Wolters, op. cit. p. 276 ff. 

%3 Sagnac: “ La division du sol pendant la Révolution et ses conséquences ”’ 
in Rev. @hist. mod. et contemp., Vol. V. 1903-4, p. 464. 

°4 Luchitsky : Vente des biens nationauz. 

*5 Levasseur: ‘‘ Du progrés de l’agriculture francaise dans la seconde moitié 
du XVIIIe siécle ” in Revue d’économie politique, 1898. 

96 Société Centrale de l Agriculture Mémoires. There was a lack of agricultural 
labour to carry out improvements as so many men were taken for the army 
between 1793 and 1815. Sagnac: ‘‘ Division du sol,” op. cif. p. 470. 
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In both cases the fundamental difficulty was the pressure of popu- 
lation on the available land. The peasants in both countries 
thought the problem would be solved if they could get the land of 
the wealthy classes. The precess of getting more out of the land 
they held was hindered in both countries by the lack of capital 
and knowledge. In both ccuntries the upper classes possessed 
that knowledge, and were slowly trying to carry out improvements 
in methods of farming. The movement had gone further in 
Russia, for between 1905 and 1914 provision had been definitely 
made for re-sorting strips, and the land was rapidly being divided 
into compact farms. The land of the nobles and the Crown was 
also being sold gradually through peasant banks to the cultivators. 
The question of feudal payments did not much affect Russia in 
1905, the peasants having nearly paid off the money compensa- 
tion for the loss of their services. Germany, however, under the 
leadership of Prussia, was able to carry through intensive farming 
before the pressure of the population on the available land was 
so crucial as to lead to an irresistible demand for more land where- 
by the peasant might live. The situation was also relieved by the 
large emigration to the United States after 1548. The German 
peasant learnt from agrarian example, from State tutelage, and 
from co-operation that more might be got out of the land he 
already held, while the Raffeisen banks gave him the credit 
which the Russian and French peasant could not obtain at the 
time when their population question in relation to food became 
most pressing. The Russian Government was, however, like the 
French in 1789, just a little too late. 
Linisn KNOWLES 











THE GOLD POLICY OF THE UNITED STATES 


Prior to the enactment of the Federal Reserve aw in Decem- 
ber, 1913, the banking system of the United States lacked unity 
and definite purpose. Approximately 7,600 national banks were 
chartered under one law—a federal law—without any central 
authoritative body to guide their activities or to assist them in 
conserving the interests of the banking world or of the nation 
as a whole, while even greater lack of unity and purpose charac- 
terised the 25,000 State banks chartered under the various laws 
of forty-eight different States. 

With the nation’s gold hoardings scattered among these 32,600 
banks, there could be no control exercised in preventing an over- 
expansion of loans on new additions to our gold stock, in shifting 
supplies of gold about the country so as to meet pressing local 
needs, or in effectively regulating the gold flow in connection 
with foreign trade. The situation was at complete variance with 
accepted European practices. Nor, on the other hand, were 
satisfactory means provided for the creation of an elastic currency 
which might in times of financial stringency assist in concentrat- 
ing the country’s gold holdings and in conserving their use. In 
times past banks had been compelled to resort to the use of 
clearing-house loan certificates issued by the local clearing-houses 
to their members upon the deposit of proper collateral, such as 
stocks, bonds, commercial paper, etc. These were employed 
solely, except in 1907,1 in the settlement of clearing-house 
balances. As a result of the crisis of 1907, Congress passed the 
Aldrich-Vreeland Law, which enabled national banks to form 
‘national currency associations” and to issue through them the 
so-called “‘emergency currency” secured by bonds other than 
those of the United States Government and commercial paper 
Conditions resulting from the declaration of war in August, 1914, 
necessitated the amendment of this law so as to facilitate the 
issuance of this emergency currency, and during the next few 
months forty-one national currency associations issued $384 ,485 ,000 


1 In 1907, fifty-one clearing houses issued $255.536,300 clearing-house loan 
certificates for general circulation 
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of it. At the same time twelve clearing-house associations issued 
$211,778,000 loan certificates, but for use only in clearing-house 
transactions. 

These limping half-way measures were most unsatisfactory in 
every regard, and it was, in part, for the purpose of improving 
the conditions mentioned that the Federal Reserve system was 
created. 

The Federal Reserve Law, as originally enacted in 1913, made 
certain definite reforms possible in the above conhections, but 
subsequent amendments to that law and the enactment of other 
measures by Congress enabled the Federal Reserve Board, co- 
operating with the Secretary of the Treasury, to be most active, 
and successfully so, during the late war in concentrating the 
nation’s store of gold, in conserving its use, and in controlling its 
outflow. The following discussion is concerned with the methods 
employed and the results secured. 

One of the most important changes made by the Federal Re- 
serve Law that greatly assisted in improving the situation had 
to do with the reserve requirements of the member banks, first, 
as to their amount, and, secondly, as to their places of deposit.! 
Under the national banking system no distinction had been made 
between demand and time deposits. National banks had also 
been divided into three groups, depending primarily upon the 
size of the city in which the bank was located. New York, 
Chicago, and St. Louis were classed as ‘“‘central reserve ”’ cities ; 
about fifty other cities were known as “reserve” cities; while 
the remainder were designated “country” cities. National banks 
in the first group had been required to keep on hand a reserve of 
25 per cent. against all deposits; in the second group the same 
reserve had been required, but one-half of it could be deposited 
with national banks in cities of the first group; while, in the 
last group, a reserve of 15 per cent. had been required, but three- 
fifths of it could be deposited in national banks located in cities 
of the other two groups. As can easily be seen, this system of 
reserves inevitably encouraged the piling up of bank reserves in 
cities of the first group, and primarily in New York. 

The Federal Reserve Law, however, distinguished between 
demand and time deposits, and also greatly reduced the reserve 
requirements for all three groups. Reserves against demand de- 
posits were fixed at 18 per cent. for member banks in central 









































1 All national banks were compelled to join the system or give up their 
national charters, while State banks were permitted to become members if they 
desired to Ad so. 
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reserve cities, at 15 per cent. for reserve cities, and at 12 per cent. 
for all other cities, while reserves against time deposits in all 
groups were fixed at 5 per cent. This change in the reserve 
requirements released approximately $465,000,000 (to a con- 
siderable extent gold) previously held for that purpose. In order 
to assist in concentrating the country’s gold hoardings, the Federal 
Reserve Law required member banks to keep their reserves in 
only two places, 7.e., part in the Federal reserve bank of the 
district in which the member bank was located, and part in their 
own vaults, the exact proportions being fixed by the provisions 
of the law. Three years were given in which to shift from the 
old system of scattered reserves to that of more concentrated 
reserves. Before the three years had passed, however, the situa- 
tion had changed. World-war conditions resulting in huge 
imports of gold, in greater demands upon our banking system for 
extension of credit, and in the possibility of an unrestricted gold 
outflow at the conclusion of the war or possibly before, made the 
revision of certain features of the Federal reserve system not only 
possible, but also imperative. These changes were effected by the 
amendments of June 21st, 1917. Reserve requirements were 
thereby further reduced from 18 to 13 per cent. for central reserve 
city banks, from 15 to 10 per cent. for reserve city banks, and from 
12 to 7 per cent. for country city banks, while for all groups the 
reserves against time deposits were reduced from 5 to 3 per cent. 
Another amendment compelled all member banks to keep their 
reserves wholly in the Federal reserve bank of their respective 
districts, thus bringing about, for the first time in the history of 
banking in the United States, a partial concentration of reserves, 
but only, of course, for member banks. A third amendment per- 
mitted non-member banks to avail themselves of the facilities 
of the Federal reserve check clearing and collection system by 
opening accounts with the Federal reserve banks for exchange 
or collection purposes. Within sixty days after these changes 
had become effective the gold and lawful money' held by the 
Federal reserve banks had increased $487,955,000, while their 
holdings of free gold, i.e., the surplus over required reserves, had 
increased approximately $300,000,000. 

Attempts were also made through other amendments, by the 
solicitations of the Federal reserve banks, and by Presidential 
proclamation, to induce State banks to become members of the 


1 Lawful money is any money that may be used by member banks for reserve 
purposes, and excludes only National bank notes, Federal reserve bank notes, 
and Federal reserve notes. 
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Federal reserve system and thus assist in the mobilisation of gold 
holdings through the concentration of reserves in the Federal 
reserve banks. Up to January 1st, 1919, approximately 900 State 
banks, with total resources of over $7,000,000,000, had entered 
the system, thus giving the Federal reserve system control over 
about 80 per cent. of the commercial banking resources of the 
nation. 

The country’s gold was also conserved by other measures, 
such as officially requesting that gold coins be not used for 
gifts, that gold coin counting machines be not employed because 
of the resulting abrasion, etc., while the Government itself even 
went so far as to cease the minting of gold coins in October, 1917. 
Typical of the whole-hearted spirit of co-operation with which 
the efforts of the Federal Reserve Board were met was the action 
of the Treasurer of the State of California, who in February, 1918, 
in face of law and long-standing custom, agreed to accept the 
cashier's checks of the Federal reserve bank of that district, or 
Federal reserve notes instead of gold in payment of taxes, thus 
releasing to that Federal reserve bank several millions of gold 
which would otherwise have been held as so much “dead” metal 
in the State’s vaults. 

To remedy certain of the evils in the national banking system, 
to which reference has been made above, the Federal Reserve 
Law authorised the Federal reserve banks to issue two kinds of 
paper money, 7.e., Federal reserve notes and Federal reserve bank- 
notes. The latter are secured by United States bonds or other 
forms of indebtedness of the Federal Government and were not 
designed to supply any element of elasticity to our monetary 
system. ‘They are supposed gradually to replace the national 
hank-note circulation. The law permits any national bank to 
retire any or all of its bank-notes until December 28rd, 1935. In 
order to provide a stable market for the sale of the Government 
bonds with which the national bank-notes are secured, and to 
induce, not to compel, the banks to retire their circulation, the 
law permits the Secretary of the Treasury, if necessary, to order 
the Federal reserve banks in the aggregate to purchase annually 
not more than $25,000,000 of these bonds at par plus accrued 
interest. The Federal reserve banks from time to time purchased 
their required quota of Government bonds, but it was not until 
March, 1916, that the first Federal reserve bank-notes were issued 
by the Kansas City Bank. The Dallas Bank followed in Sep- 
tember. Each had issued approximately $6,000,000 of this new 
kind of bank-note. By December of that vear, however, they had 
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all been retired from circulation, but not cancelled, although 
during the year the national bank-notes in circulation had de- 
creased $44,511,968. In 1917 the Kansas City Bank again put 
its $6,000,000 of Federal reserve bank-notes into circulation along 
with an additional $2,000,000, converting them into gold and 
thereby increasing its gold holdings, although the Federal reserve 
bank-notes had not been originally devised with any idea of their 
being used in that capacity. During 1918 certain developments 
made it possible for them to be again so used. 

While the war was on the United States was faced with the 
necessity of paying for goods imported from the Orient, especially 
from India. ‘This unfavourable balance of trade, it was pointed 
out, could easily be met by payments of silver rather than of 
gold, provided the necessary silver could be obtained. Acting at 
the request of the Treasury Department, Congress, on April 23rd, 
1918, passed a law permitting the breaking up of not to exceed 
350,000,000 silver dollars, which were then being held in the 
United States Treasury as security behind an equal amount of 
silver certificates. This silver was then to be sold at a minimum 
price of $1.00 per fine ounce to American importers for remittance 
to Oriental countries.!_ Federal reserve banks were at the same 
time called upon to issue Federal reserve bank-notes to take the 
place of the retired silver certificates, such notes to be secured 
by United States bonds, or, if desired, by one-year Treasury notes, 
or United States certificates of indebtedness, the maturity of the 
latter to be extended from time to time as the Secretary of the 
Treasury deemed necessary. The retirement of the silver certi- 
ficates and the breaking up of the silver dollars proceeded rapidly. 
It is interesting to note, however, that the Federal reserve bank- 
notes were not issued anywhere nearly as rapidly as the deficiency 
in the country’s currency was created by the retirement of both 
silver certificates and national bank-notes. Thus during 1918 the 
amount of Federal reserve bank-notes in circulation increased as 
follows : January Ist, $8,000,000; April 19th, $7,895,000; June 
14th, $10,000,000; August 30th, $20,000,000; October 10th, 
$52,031,000; December 6th, $92,799,000; December 27th, 
$117 ,122,000; January 3rd, 1919, $120,267,000. During the 
same time, however, $187,984,764 silver certificates had been 
retired. National bank-note circulation had also decreased 
$445,775 ,000 from October 31st, 1914, the date nearest the actual 
establishment of the Federal reserve system for which data are 
available, to December 27th, 1918, the date of the latest report of 


1 On August 10th 1918, the price was raised to $1014 per fine ounce. 
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the U.S. Comptroller of Currency, although during that time 
approximately 200 new national banks had been organised.! 
The second kind of currency authorised by the Federal Reserve 
Law, 1.e., the Federal reserve notes, have been of tremendous 
service to the country in connection with gold mobilisation, 
although devised originally only as a means of supplying the 
needed element of elasticity to our monetary system. The 
Federal Reserve Law of 1918 provided that the reserve notes 
should be secured by 100 per cent. collateral in the shape of com- 
mercial paper which had been rediscounted by the Federal reserve 
bank, and by 40 per cent. of gold reserve. In spite of this ex- 
plicit provision, however, the Federal reserve banks, almost 
immediately upon organisation, began to issue these notes against 
100 per cent. gold security, continuing to do so until June, 1917. 
They justified their action on the ground that the step in question 
was deemed necessary in order that the mobilisation of the 
country’s gold might be aided. As a result of the issuance of 
the Federal reserve notes under the conditions mentioned, and 
because of other matters already discussed above, especially those 
relating to the changed requirements concerning the amounts and 
the location of the reserves of the member banks, the gold hold- 
ings of the Federal reserve banks increased from $230,912,000 
on December 4th, 1914, to $1,050,890,000 on June 15th, 1917. 
On June 21st, 1917, Congress amended the reserve law so as to 
authorise the issuance of reserve notes against 100 per cent. of 
gold or gold certificates. The amendments also permitted the 
Federal reserve banks to substitute rediscounted commercial paper 
for the gold so held, provided the collateral never exceeded 60 
per cent. of the face value of the notes issued, and also provided 
the remaining 40 per cent. should always be gold or gold certi- 
ficates. Thus a Federal reserve bank with $100,000,000 reserve 
notes backed by $100,000,000 gold could, by substituting 
$60,000,000 rediscounted paper and retaining $40,000,000 of the 
gold security, still have $100,000,000 reserve notes in circulation, 
thus freeing $60,000,000 gold for use elsewhere, or it could add 
$150,000,000 rediscounted paper to its original $100,000,000 gold 
and thus be able to put $250,000,000 reserve notes in circulation. 
As noted above, the Federal reserve notes were, until June, 
1917, secured by practically 100 per cent. of gold, and conse- 
quently played no part in any inflation that may have taken place 


1 From what has just been stated, one must not get the idea that the per 
capita circulation in the country has decreased as a result of the withdrawal 
of the silver certificates and the National bank notes. In fact it had rather 
noticeably increased from $35 in 1914, to $55°76 on January 1st, 1919. 
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up to that time. The Federal reserve banks were very active ip 
paying out reserve notes for gold and gold certificates, thus aiding 
greatly in the mobilisation of our gold holdings. Strong pressure 
was brought to bear upon banks, both State and national, and 
liberal inducements were held out to them to exchange their 
gold and gold certificates for reserve notes. The public was also 
urged to accept and use the reserve notes in all business transac- 
tions. Especially in the Western States, where gold still remained 
the current medium of exchange, was a vigorous appeal made 
to the banks, and through the banks to the public, that they 
‘‘patriotically ” accept the reserve notes and thus assist the Federal 
reserve banks in their task of gold mobilisation. This policy was 
almost universally successful, and gold disappeared from general 
circulation. 

Federal reserve notes and Federal reserve bank-notes are not 
classed as “lawful money ” by the Federal Reserve Law, and thus 
cannot be used by member banks for reserve against deposits. 
At first, also, State legislatures would not authorise their use in 
that connection by State banks, but as the situation grew more 
serious they changed their attitude and enacted legislation per- 
mitting their use for reserve purposes, thereby enabling the State 
banks and trust companies to exchange their gold for these notes, 
primarily for the reserve notes, and thus to co-operate in the 
task of maintaining an adequate gold basis for our rapidly-growing 
credit structure. As a consequence of that situation, $1.00 of 
gold, with the addition of $1.50 of rediscounted commercial paper, 
could be used by a Federal reserve bank as security for the 
issuance of $2.50 of Federal reserve notes, and if a State bank 
used these notes as reserves against its deposits, the dollar of 
gold would thus support approximately $10 of credit. This may 
appear to be an undue and possibly an unsafe extension of credit 
upon such a slim gold basis, but it should be remembered that 
the Federal reserve notes are obligations of the United States 
Government, although issued by the privately-owned Federal 
reserve banks, that they are secured by at least 40 per cent. of 
gold and 60 per cent. of rediscounted commercial paper, and 
that they are a first lien upon the assets of the issuing Federal 
reserve bank, a lien upon the assets of-the bank that rediscounted 
the commercial paper at the Federal reserve bank, and a lien 
also upon the assets of the drawer of the commercial paper. More 
adequate security need not be required. 

Almost immediately after the passage of the 1917 amend- 
ments, which, as has been noted, greatly reduced the amount of 
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commercial paper required as collateral behind the reserve notes, 
the situation changed greatly, not only as to the amount of the 
reserve notes issued, but also as to the extent of the security 
furnished. The amount of reserve notes in actual circulation 
increased from $491 ,615,000 on June 15th 1917, to $1,246,488 000 
on December 28th, 1917, to $1,677,951,000 on June 21st, 1918, 
to $2,555,215 ,000 on November 22nd, 1918, and to $2,648,605 ,000 
on January 3rd, 1919. At the same time the gold security held 
behind them decreased rapidly, being respectively 94.4 per cent., 
64.3 per cent., 58.9 per cent., 50.8 per cent., and 52.8 per cent. 
on the dates mentioned. It must not be overlooked, however, 
that the amount of rediscounted commercial paper held against 
these notes in excess of the sum legally required equalled 
$1,122,000 on June 15th, 1917, $46,804,000 on December 28th, 
1917, $279,517,000 on June 21st, 1918, and $406,946,000 on 
November 22nd, 1918. Similar data are not available at this 
date for January 3rd, 1919. 

As a consequence of the measures above described, not only 
was the total gold stock held by the Federal reserve 
banks increased from $1,050,890,000 on June 15th, 1917, to 
$1,924 ,373,000 on June 21st, 1918, and to $2,092,694,000 on 
January 2nd, 1919,” thus representing the strongest collection 
of commercial banking assets in the world, but by means of the 
Federal reserve notes the gold resources of the reserve system 
were made to do ‘much greater service than would otherwise 
have been possible. It is estimated that the Federal reserve 
banks now hold more than two-thirds of the monetary stock of 
gold in the country. 

Since the signing of the armistice the amount of Federal 
reserve notes in actual circulation has noticeably decreased. Thus, 
within three weeks after December 27th, 1918, at which time they 
had reached their maximum amount, they fell from $2,685 ,244,000 
to $2,512,973,000. It has also been noticed that large amounts 
of gold and gold certificates have been brought from their hiding- 
places by those who had hoarded them for possible needs during 
the war. This reappearance of the hoarded gold may also assist 
the Federal reserve banks in their further accumulation of gold, 
if in the future they deem it advisable or necessary to continue 
their past polities in that regard. 


The events which followed in quick succession upon the 


1 The lowest ratio of gold reserve held against reserve notes occurred on 
October 10th, 1918, when it fell to 49°6 per cent. 
2 On January 17th, 1919, the Federal reserve banks held $2,102,557,000 gold. 
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declaration of war in 1914 brought the financiers of the United 
States face to face with the necessity of properly safeguarding 
the country and its financial interests against the dangers of an 
excessive gold drain. The complete derangement of foreign ex- 
change operations, the dumping of foreign-owned stocks and 
bonds upon the American markets, and the necessity of paying 
almost immediately an indebtedness abroad of approximately 
$150,000,000 in the face of the then existing European moratoria, 
all made inevitable the tremendous exportation of gold during 
the first few months of the war.! In July and August, 1914, gold 
to the extent of $51,795,041 left the country, exchange rates rose 
to unheard-of levels, and the situation became panicky in the 
extreme. To aid in meeting the American crisis, the Bank of 
Fingland agreed to accept gold shipped to Ottawa for its account 
with the Minister of Finance and to give credit on its London 
books for the sums involved. A gold pool of New York bankers 
was also formed to take care of New York’s maturing obligations 
held abroad, totalling about $80,000,000. This pool subsequently 
shipped approximately $35,000,000 gold to Ottawa. On Sep- 
tember 4th, 1914, the Secretary of the Treasury called a mecting 
of bankers and clearing-house representatives to formulate a plan 
of relief for the country as a whole. The result was the forma- 
tion of a National Gold Pool, which established a gold fund of 
$100,000,000, subscribed to by State and national banks through- 
out the country. The amount was over-subscribed, and but one 
call (for $25,000,000) was made. Shipments of gold to Ottawa 
were continued until the shifting currents of trade and the lapsing 
of the European moratoria brought exchange rates back to 
normal. In time the gold flow turned in our favour, as is clearly 
disclosed by the following table :— 


Excess 

Imports. Exports. Imports. 
Aug. 1 to Dec. 31, 1914 ... $23,255,000 104,972,000 $81,719,000 
Jan. 1 to Dec. 31, 1915 ... 451,955,000 511,426,000 420,529,000 
Jan. 1 to Dec. 31, 1916 ... 685,745,000 155,793,000 529,952,000 
Jan. 1 to Dec. 31, 1917 ... 553,713,000 372,171,000 181,542,000 
Jan. 1 to Nov. 10, 1918 ... 58,654,000 38,569,000 20,085,000 
Total excess imports ... $1 070.389 ,000 


* Excess exports over imports. 


In 1917, however, other nations, primarily neutral countries, 
began taking gold from us in dangerously large quantities, as is 
evidenced by the fact that our gold exports increased from 
$155,793,000 in 1916 to $372,171,000 in 1917. Inasmuch as ii 
was felt that there was a possibility that some of that gold was 


1 Gold exports during June, 1914, had reached $48,107,000 
No. 113,—voL,. XXTx. D 
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finding its way into the hands of our enemies it was deemed 
advisable that the Government take steps towards controlling the 
situation. Consequently, on September 7th, 1917, the President 
issued a proclamation forbidding the exportation of all bullion, 
coin, or currency, except in accordance with regulations imposed 
by the Secretary of the Treasury. The administration of the 
regulations in question was placed by the latter in the hands of 
the Federal Reserve Board. Applications to export were passed 
upon by the Federal reserve bank of the district in which the 
application was made, subject, however, to the approval of the 
Federal Reserve Board and the Secretary of the Treasury. The 
Board subsequently established a “ Division of Foreign Exchange ”’ 
under the direction of an able administrator, and drew up a very 
complete set of regulations covering the exportation of coin, 
currency, and bullion. 

At first practically no restrictions were placed upon the ex- 
portation of Canadian gold and currency other than gold. Appli- 
cations to export silver bullion, American silver coin, and American 
paper money, excepting only gold and gold certificates, were 
usually granted. Especially was silver allowed to flow freely 
to the Orient as a means of paying Oriental balances, although, 
on August 10th, 1918, the Treasury Department announced that 
export licences for silver would thereafter be “granted only for 
civil or military purposes in connection with the prosecution of 
the war.” The Board also took pains to prohibit the ‘‘earmark- 
ing”’ of gold for foreign account in the United States. ‘The 
passage of the “Trading with the Enemy Act” (October 6th, 
1917), and a subsequent proclamation by the President (October 
12th), further extended the control of the Board and the Secre- 
tary of the Treasury over the exportation of bullion, coin, and 
currency without materially changing the machinery or the 
regulations already in effect. On January 26th, 1918, the Presi- 
dent issued another executive order, compelling all dealers in 
foreign exchange to secure a licence from the Federal Reserve 
Board. 

During November, 1917, certain branches of trade found it 
necessary to request the release of considerable amounts of gold. 
Especially was this true of Mexico and Canada. A conference 
was held with Canadian bankers, which resulted in the Federal 
Reserve Board agreeing to release $25,000,000 gold prior to July 
Ist, 1918, in amounts not to exceed $10,000,000 in any one 
month. This arrangement assisted greatly in stabilising the 
exchange rates between the two countries. Applications for 
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shipments of gold to Mexico were granted only for government 
account and only when shipments of gold were shown to be 
necessary to bring certain essential products into the country. 

The Indian situation, where dollar exchange, standing at 
19.42 per cent. discount in September—October, 1917, was causing 
serious thought as to what means of satisfactory payment could 
be provided without resorting to the shipment of gold, was met 
in part by the measures discussed above. At different times, also, 
the Secretary of the Treasury made arrangements with repre- 
sentatives of the Indian Government whereby credits aggregating 
20,000,000 rupees were provided and allotted by Federal reserve 
banks to importers according to their needs. Adverse exchange 
rates, with the dollar greatly at a discount in: neutral countries, 
made it pressingly urgent that steps be taken to bring matters 
back to normal, so as to prevent the outflow of gold. Conse- 
quently, in January, 1918, an agreement was entered into with 
Argentina, whereby funds up to $40,000,000 were deposited with 
the Federal reserve bank of New York as a basis for furnishing 
exchange on that country, the Argentine Government: agreeing 
to pay in Argentina the corresponding amount of pesos at a dis- 
count of 3 per cent. below the par of exchange. The United 
States agreed to ship gold at the end of the war if conditions 
existing at that time made it necessary to do so. An additional 
credit of $60,000,000 was later provided. A similar agreement, 
limited to $5,000,000, with permission to extend it to $20,000,000, 
was made with Bolivia, while the drafting of like agreements was 
taken up with Chile, Peru, and Uruguay. In the case of Spain 
a group of Spanish bankers were induced to open a group credit 
with certain American bankers to the extent of 250,000,000 
pesetas, while, in case of Switzerland, an arrangement was 
made with the Government of that country whereby an amount 
of Swiss currency, sufficient for the needs of the American 
Expeditionary Forces was provided at par of exchange. 

The results of these arrangements were especially gratifying. 
The discount on dollar exchange in foreign countries, particularly 
in neutral markets, was materially reduced, in some cases wiped 
out entirely, thus rendering unnecessary the shipment of gold. 
Gold exports dropped, and the immediate dangers of a serious 
gold loss were indefinitely postponed. 

With the return of peace it is impossible accurately to predict 
future developments. Already various restrictions on exchange 
dealings have been removed by the Government, and the promise 
made that further privileges will be accorded from time to time 
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as conditions warrant. Regardless of what happens, however, the 
war has taught us many valuable lessons that will be of inestim- 
able service to us in the future. We have devised methods for 
concentrating the country’s gold holdings in the Federal reserve 
banks and have learned how to use them to an advantage. We 
have developed the machinery for handling the intricate problems 
of foreign exchange and gold flow, and have tested it out under 
the most adverse circumstances. Undoubtedly the coming 
months, with their ebb and flow of trade, the use of arbitraging 
practices, and the complete removal of governmental restrictions 
upon exchange operations, will bring a gradual readjustment of 
the world’s gold supply among the various countries; but it is 
seriously questioned whether the gold flow that will necessarily 
follow such readjustment will at any time result in the disturb- 
ances with which business, commerce, and finance were affected 
during the early days of the war before proper methods had been 
devised for handling the serious situation that had developed. 

Tra B. Cross 

University of California. 








SOME ASPECTS OF WAR FINANCE. 


THE use of monetary terms in discussions of public finance, 
though convenient, tends to obscure the essential realities which 
they represent. It is usual to say that the Government requires 
so many millions of money for the prosecution of the war. What 
the Government really needs is not money, but goods and 
services. 

These goods and services are provided mainly from the country 
itself, and to some extent from other countries. 

The country possessed at the beginning of the war a vast store 
of accumulated material wealth in the shape of buildings, plant. 
railways, ships, stocks of consumable goods, foreign investments, 
etc. This may be termed the national capital. Some portion of 
this capital has been consumed or transferred to other countries in 
the course of the war, but the bulk of it is still intact, and of this 
a considerable quantity is being temporarily utilised for war 
purposes. 

The greater part, however, of the goods furnished by the 
country for the war. and the whole of the services, have been 
called into being in the course of the war. That is to say, thev 
have been contributed out of the growing resources of the country 
or out of what may be termed the national income. 

The truth of this proposition is evident enough when the 
question is viewed in its proper light as one of the consumption of 
goods and services. But if it were considered as a matter of 
money, an opposite conclusion might be drawn, owing to the mis- 
leading fact that a large amount of fictitious money capital has 
been created for financing the war, by processes which are 
discussed later. 

The goods and services provided from foreign sources have 
been partly exchanged against portions of the country’s wealth, 
both capital and income, partly supplied on pure credit, in which 
latter form they constitute a real additional resource. 

The most important of the financial tasks of the Government 
consists in the employment of suitable methods for obtaining 
possession of the goods and services required from the country. 

There are two governing considerations which bear on the 
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choice of methods for obtaining the goods and services in 
question. 

The first is that a war such as the present demands the maxi- 
mum of national effort. In other words, the requirements of the 
Government for goods and services suitable for the prosecution 
of the war are limited only by the quantity which it is strictly 
necessary to retain for the maintenance of an efficient level of 
subsistence for the population. 

The second is that the goods and services absorbed for the 
purposes of the war cannot be replaced during the war, and that 
only a small proportion, in the shape of stocks of surplus goods 
and borrowed material, can be replaced after the war. The bulk 
of the wealth created by the national effort for war purposes is 
destroyed in the course of the war. 

It would logically follow from these considerations that each 
individual should be called upon to contribute to the utmost 
extent of his ability in goods and services without expectation of 
return. 

Such ideal conditions, however, could hardly be realised 
except in a socialist community, where the national capital and 
the organisation of distribution are in the hands of the State. 

In dealing with a community where most of the national 
capital is in private hands, and where the economic fate of indi- 
viduals depends on their success in realising gain and avoiding 
loss, the exaction of contributions for the war must be so contrived 
as to preserve the existing incentives to effort. 

Thus if every person engaged in productive enterprise were 
required to surrender absolutely all that he gained beyond « 
certain fixed limit, he would be deterred from putting forth 
efforts which could be of no benefit to him, and might possibly 
leave him with a loss. He would, moreover, not be deterred from 
waste or extravagant expenditure which did not reduce his gains 
below the limit allowed to him. 

Similarly, with respect to accumulations of material wealth in 
private hands, if the Government were to select from them and 
confiscate all the portion suitable for national purposes, this action 
would not only operate as a deterrent to further effort, but would 
penalise those whom accident had led to hold their wealth in this 
form, and cause them serious injury. 

In dealing, then, first, with the incomes of individuals, that 
is to say, with the shares which they respectively acquire in the 
general total of goods and services produced in the course of the 
war, it becomes necessary, in the interest of production and 
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economy, to allow them to retain a portion of every increment of 
income in excess of the minimum which may be considered as 
strictly necessary for subsistence in each case. In fiscal terms, 
taxation will bear some proportional ratio, whether fixed or 
graduated, to income. 

In thus allowing individuals, however, a right to more than 
their due share of goods and services, it is highly expedient to 
prevent them, if possible, from exercising that right at a time 
when it is a matter of vital necessity for the nation to employ the 
whole of its available resources in the prosecution of the war. 

This object might be attained if individuals were required to 
make over their rights to the Government for a term of years. 
This is the device of a forced Government loan applied to surplus 
of income. 

The same device is applicable to surplus capital. Persons pos- 
sessing capital in the shape of goods or foreign investments which 
may be diminished in the course of the war by sale or Government 
requisition would receive Government bonds in its place. 

By these means the portion of the incomes of individuals which 
remains at their free disposal would be reduced to the minimum 
considered indispensable, and at the same time they would be 
compelled to divert to the service of the State, directly or 
indirectly, their surplus stocks of material wealth. 

This, however, is not all. It would still be necessary to 
prevent individuals from acquiring rights to goods and services by 
means of the machinery of banking and credit. 

Attempts in this direction might be made in a variety of ways, 
such as by selling bonds of the Government loan, by borrowing 
on this or other property, or by drawing on bank deposits. This 
point is discussed in fuller detail later. 

It would therefore be necessary to impose some degree of 
restriction and control on transfers of and loans on property and 
banking operations generally. 

Assuming that, when worked out in detail, these and other 
incidental difficulties can be more or less successfully met, the 
combination of taxation with forced loan appears to be the system 
best adapted for securing for the Government the greatest possible 
share of the national resources in the case of a war of the present 
magnitude. 

The Government has, however, followed the traditional course 
of procuring its resources by means of taxation coupled with 
voluntary loans. It has also, in the course of the war, borrowed 
a certain quantity of foreign securities from their holders, 
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restricted the investment of capital abroad and in new issues at 
home, instituted control over the distribution of certain essential 
commodities, and taken various other measures intended to 
prevent improper dissipation of the national resources or to divert 
them into useful channels. 

It has not, however, imposed any restrictions on the market 
in Government loans or other home securities or most kinds of 
property, nor on banking operations generally. 

The result of this policy has been both to leave in the hands 
of the people rights to a larger share in the national income than 
that which is strictly indispensable, and to permit them to supple- 
ment that share by means of the machinery of banking and 
credit. 

At the same time, the active propaganda instituted by the 
Government on behalf of voluntary loans has caused this machin- 
ery to be employed very extensively to furnish the Government 
with command over goods and services. The methods by which 
this result has been brought about require some detailed 
explanation. 

The amounts standing to the credit of depositors in banks 
constitute rights of those depositors to general purchasing power, 
that is to say, claims to goods and services, which may be exercised 
at any moment by the holders. 

The banks, however, relying on the improbability of these 
rights being exercised to any great extent at one time, conduct a 
profitable business by transferring them temporarily to others, by 
means of short loans against merchandise and other security, and 
by employing them in the purchase of negotiable securities, keep- 
ing a small reserve in legal-tender currency for the satisfaction of 
depositors who may demand it. 

Depositors draw on their accounts, that is to say, they exercise 
their claims, to some extent continually from day to day. But 
the persons to whom they transfer these claims in the course of 
business usually re-transfer them to the same or some other bank. 
In banking parlance, cheques drawn on a bank are usually paid 
in by the holders to the credit of their accounts in the same and 
other banks, without the use of coin or other legal-tender 
currency. 

The claims of depositors may thus be satisfied to practically 
any extent, and used as purchasing power for a multitude of 
transactions, provided that they do not take the form of demand 
tor currency, without obliging the banks as a whole to reduce their 
loans or investments. 
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This vast fund of latent purchasing power, at the disposal of 
depositors, is susceptible of further expansion by the faculty of 
the banks to make fresh loans. 

Just as the rights of depositors nay be exercised to any extent 
without affecting the position of the banks as a whole, provided 
currency is not demanded, so, subject to the same condition, the 
banks may create fresh rights in favour of borrowers to an extent 
limited only by the amount of security which may be offered and 
their own discretion. The cheques drawn on a bank in virtue of 
its loans will be paid in by the holders to their accounts in the 
same and other banks, and the only change in the aggregate posi- 
tion of the banks will be an enlargement of their loans on one side 
balanced by an enlargement of their deposits on the other. 

The possibility, however, that currency will be demanded is 
always present, and for this reason banks under normal conditions 
work with a constant eye to the necessity of keeping their small 
reserve of currency up to the ratio of their deposits which they 
consider compatible with safety. This consideration operates as 
a check on the undue expansion of loans, which must lead to a 
diminution of the ratio of reserve of currency to deposits either by 
a fall in the former or by a rise in the latter. 

Now in normal times the only legal-terfder currency is gold or 
bank notes convertible into gold. The amount of loans is there- 
fore more or less strictly limited by the amount of gold available. 

But immediately on the outbreak of war the Government 
provided an emergency legal-tender currency in the shape of cur- 
rency notes, of which the issue was subject to no statutory restric- 
tions, and which it placed at the disposal of banks, on certain 
conditions, to enable them to meet their liabilities in currency if 
called upon to do so. 

Since that time, therefore, the influences which formerly acted 
in restriction of bank loans have not been operative with the 
same force, and banks have been in a position to expand their 
loans to a considerable extent without apprehension of being 
unable to meet their obligations in cash in the event of a run on 
their deposits. 

Given these conditions, and in response to the urgent appeals 
of the Government for funds on attractive terms, the public and 
the banks have naturally taken advantage of the facilities open to 
them to subscribe largely to Government loans. 

The employment of deposits for this purpose has been supple- 
mented by loans on security of various kinds, including the bonds 
of the Government loans themselves, of which each issue pro- 
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vides the holders with the means of borrowing to subscribe to 
others. Further, the banks themselves have been large sub- 
scribers, the mechanism of banking, as already described, render- 
ing it possible for them thus to supplement their customers’ loans 
to an almost indefinite extent by direct loans of their own. 

The cumulative effect of all these operations has been to 
create and place in the hands of the Government an enormous 
fund of purchasing power, without effective compulsion on the 
public to limit the exercise of their own purchasing power to more 
than a relatively moderate extent, though considerable restriction 
of expenditure has doubtless been effected by voluntary effort. 

Armed with this purchasing power, the Government has 
entered into competition with the public for the acquisition of the 
goods and services necessary for the war, with the inevitable result 
of a general and formidable rise in prices and wages. 

This has in its turn reacted on the amount of purchasing 
power required by the Government, so that it has been necessary 
to raise larger and larger sums as the war has proceeded, and the 
system has become more and more costly. 

These effects are essentially similar to those which would have 
been produced if, to the extent of the additional purchasing power 
employed, the Government had manufactured inconvertible cur- 
rency notes and issued them in payment of its purchases, instead 
of raising the amount by loan. 

This is only another form of the artificial creation of purchasing 
power, or what is known ander the compendious term of 
inflation. 

The Government would in this case have incurred, in place 
of the obligations maturing at fixed dates which it has incurred in 
respect of loans, an indeterminate obligation in respect of the 
currency notes, without having to support a charge for interest 
for the benefit of banks and others. 

The currency notes would have been to a large extent 
deposited in banks, while a residue would have remained in circu- 
lation, just as, under the system adopted, the sums paid out by the 
Government are paid in again to a large extent to the banks, 
while a considerable amount of currency notes is in the hands of 
the public. 

For it must here be noted that although the Government has 
not actually issued currency notes in payment of its purchases, it 
has had to issue them in considerable quantity as a necessary 
adjunct to the artificial creation of purchasing power by the 
method of loans. 
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The great rise in prices and wages has called for a_ large 
increase of currency in circulation, especially among the poorer 
classes who do not keep banking accounts. Employers of labour 
and others present cheques to the banks to be cashed in legal- 
tender currency, and as the demand increases and the banks’ sup- 
plies get exhausted, they apply to the Government, which meets 
the demand by issuing more and more currency notes. The stock 
of gold available would be quite insufficient for the purpose, and 
currency notes have in fact entirely replaced gold coin in circu- 
lation. 

The currency notes are nominally convertible into gold, but in 
practice advantage has not been taken of this provision, and the 
notes may for practical purposes be considered as fulfilling the 
function of inconvertible notes. 

These conditions imply a departure ‘from the gold standard of 
prices, and the substitution for it of an arbitrary standard which 
fluctuates according to the extent to which inflated purchasing 
power is effectively being employed. 

Departure from the gold standard, or, in other terms, depre- 
ciation of the currency, is, in fact, a characteristic sign of exces- 
sive inflation. A further characteristic sign is the fall in the 
exchanges with countries which retain the gold standard. 

This is a necessary condition of commercial intercourse 
between two countries, in one of which the prices of commodities 
are expressed in terms of gold and in the other in terms of a 
depreciated currency. 

In the course of the present war, the monetary conditions in 
all countries have been so profoundly disturbed, and both commer- 
cial intercourse and rates of exchange subjected to so much 
restriction and regulation in the interests of national policy, that 
it is difficult, in the absence of detailed information, to present at 
this stage an accurate account of the interactions of money, 
exchange, and prices which have taken place. 

This much, however, is clear, that the exchange with Great 
Britain in various countries has fallen appreciably, and that this 
fact has hampered the Government in the difficult task of obtain- 
ing commodities from those countries on credit. 

It isa matter of vital necessity to a belligerent government to 
obtain supplies from other countries on credit to the utmost extent 
possible, and these countries are naturally the more reluctant to 
comply, that is, to invest in loans to that government, when its 
exchange is depreciated and subject to further unknown 
fluctuations. 
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Some weight must, however, be given to the consideration that 
foreign investors who have confidence in the future of the borrow- 
ing country find in a low exchange an additional inducement to 
give credit, as they will reap a profit in the event of a subsequent 
recovery. 

A stipulation is often made that the supplies furnished on 
credit shall be eventually paid for in the currency of the lending 
country, thus throwing on the borrowing country the burden of 
any further fall in the exchange. 

Probably the most favourable attitude that the borrowing 
country could wish to find in a lending country is willingness to 
supply everything needed on credit, coupled with sufficient con- 
fidence for measures to be taken to prevent a fall in the exchange, 
even though this should involve inflation in the lending country. 

These ideal conditions have been approached in at least one 
country—Egypt—which has exported a large surplus of com- 
modities to the United Kingdom and its allies in the course of the 
war and invested the proceeds in British loans. At the same time 
the gold currency has been replaced by a paper currency, issued 
under arrangements which maintain the rate of exchange on 
London at or close to the normal gold par. The effect is that 
prices of imported and exported articles in Egypt have risen with 
those in the United Kingdom, and that a local inflation has taken 
place corresponding more or less with that in the latter country. 
The Government and the bankers in Egypt have, in fact, linked 
their fortunes with the pound sterling. 

Without exhibiting, in general, quite this degree of accomino- 
dation, other countries have lent their resources extensively to the 
United Kingdom in the course of the war. A heavy liability has 
thereby been incurred to creditors abroad, partly through direct 
government agency, but also to a considerable extent through 
that of bankers and merchants in the ordinary course of trade, 
this latter being largely represented by Treasury bills and other 
short-term maturities. As a partial set-off against the liability 
to other countries, the United Kingdom has in its turn con- 
siderable claims on some of its allies for resources furnished 
to them. 

Such being the broad features of the financial situation brought 
about by the war, it may be worth while to set out briefly a few 
of the considerations which bear upon the important problem of 
dealing with that situation after the war. 

At the close of the war the Government will be under an 
evormous debt, due for repayment at various dates extending from 
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the immediate [uture tu thirty years ahead. A portion of this 
debt will be owed to foreign creditors. 

As far as the latter are concerned, the debt can be repaid 
only in material wealth. The supplies furnished for the war 
will, however, as already remarked, have been consumed in the 
war, and the available exportable wealth of the country will have 
been reduced to the lowest limits. The only source, therefore. 
from which the debt can be repaid will be the national income 
or growing resources of the future. 

As the national income will be inadequate to bear the charge 
of repayment of the large amount of debt due in the near future, 
the loans will have to be renewed in large measure at maturity, or 
replaced by fresh loans, on the best terms obtainable. 

This problem is beset by peculiar difficulties, arising out of 
the fact, already noted, that these short-term maturities largely 
represent deferred claims for payment for goods supplied from 
foreign countries during the war through the ordinary channels 
of trade, and may therefore be expected to materialise in the 
shape of a demand for goods at the first favourable opportunity. 
It will be for the benefit of the country to satisfy foreign demands 
to the greatest extent possible during the period of inflation, 
rather than leave claims which have been created through the 
purchase of goods at inflated prices to be settled by the resale 
of goods at low prices. 

Pending the satisfaction of these claims, it is not to be ex- 
pected that their holders will accept renewal on any longer terms 
than those which they enjoy at present. In some countries they 
represent issues of paper currency in the hands of the people 
which may be exercised as purchasing power at any moment, thus 
rendering it incumbent on the issuing authorities to provide cover 
which is capable of being realised at short notice. But the main- 
tenance of attractive rates of interest may have some effect in 
retarding the realisation of a portion of the claims. 

The character of that portion of the debt which is owed to 
creditors at home is similar to that which is owed abroad, in so 
tar as it represents a loss of goods and services consumed in the 
war. This loss, however, would have been entirely written off 
the national balance-sheet if it had been possible to obtain the 
goods and services by requisition or taxation. By the system 
of loan the goods and services have, in effect, been taken in 
exchange for a promise that their equivalent shall eventually 
be restored, with interest, out of the future resources of the 
community. 
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The stock and bonds of war loans represent, therefore, nothing 
more than claims to future income, and constitute in no way any 
portion of the wealth of the country. ‘To the large extent to 
which the holders will themselves be called upon to contribute 
through taxation to the interest and redemption of the loans, 
the respective claims of the holders and the community will cancel 
each other ; the balance of the holders’ claims being provided out 
of income derived from other sources. 

The problem of inflation requires, however, urgent attention, 
for its continuance threatens the country with financial discredit 
and possible disaster. 

The pernicious influence of an arbitrary and unstable standard 
of exchange affects every department of economic activity. It 
hampers production by creating unrest among workers and dis- 
couragement among employers. It imposes an important addi- 
tional element of risk on all enterprise, not only in the United 
Kingdom, but in other countries to whose trade and finance 
London acts as the pivotal centre. The position of London as 
the world’s clearing-house can hardly survive a protracted period 
of depreciated currency and exchanges. The continuance of 
borrowing under a régime of inflation becomes fatally easy, tend- 
ing ultimately to the breakdown of confidence in the pound 
sterling and in British financial obligations. The longer the 
period of inflation is extended, the more harmful will be its 
reactions, and the more painful and dangerous will be the process 
of readjustment to normal conditions. 

The existence of an effective gold standard in ordinary times 
constitutes a fairly adequate check on inflation, and, notwith- 
standing all its shortcomings, no better stabilising system has 
yet been devised. [Reversion to free gold payments will not, how- 
ever, be practicable until inflation has been already reduced. A 
premature attempt to restore them would bring about a demand 
for the conversion of purchasing power into gold far greater than 
could be satisfied out of the available supply of the metal. The 
demand would manifest itself with special force from the coun- 
tries which have, as already noted, short-dated claims on London 
representing issues of paper currency. The holders of this cur- 
rency would take advantage of any opportunity offered to exchange 
their paper for gold, the existing premium on gold acting as an 
additional stimulant in this direction. 

Nor would it appear possible to reduce inflation by placing 
restrictions on the issue of currency notes. These notes, as 
already explained, have been issued as the necessary concomitant 
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of inflation, and are not the original cause of it. As inflation 
diminishes, reduction of the note circulation must ensue. An 
isolated measure of restriction in present circumstances would 
probably defeat its own object by provoking a run on bank de- 
posits, for which the recognised palliative would have to be applied 
in the shape of liberal fresh issues of paper currency. 

It is important to remember, in considering this question, that 
it is not the total volume of purchasing power which contributes 
to inflation and reacts upon prices, but the extent to which it is 
being effectively exercised. That portion of it which is hoarded, 
unused, or potential is without effect upon prices. In terms of 
the quantity theory of money its “velocity”’ may be reckoned 
as Zero. 

This consideration affords some guidance as to the direction 
in which inflation may best be dealt with. It indicates restric- 
tion of the effective use of purchasing power as the real object 
to be aimed at, an object which is not necessarily attained by a 
reduction in the total volume of purchasing power, and which, 
on the other hand, is susceptible of realisation without such 
reduction. 

The root cause of the present state of inflation is the con- 
tinuous exercise of artificially-created purchasing power by the 
Government. ‘To check its further progress the most effective 
step will have been taken when public expenditure is again con- 
fined within the limit recoverable by taxation. 

This, however, essential though it is, is hardly likely to prove 
sufficient. The methods of war finance in force will leave a 
legacy of swollen bank deposits and war securities. It is to be 
feared that a stimulus to further inflation after the war will be 
provided by the facility, on the one hand, with which, in the 
absence of an effective check on banking operations, credits may 
be raised on securities, and, on the other hand, by the exercise 
of the purchasing power thus created, in addition to bank deposits, 
for the purpose of reconstituting that part of the national capital 
which has been destroyed in the war. ‘The replacement of lost 
shipping, the arrears of maintenance of railways and buildings, 
the reconversion of plant from the uses of war to those of peace, 
the reconstitution of stocks, will take front rank among necessi- 
ties. New enterprise will also put in its claims for capital. If 
to all these internal demands be superadded the claims from 
abroad in satisfaction of indebtedness, it is easily conceivable that 
the total effective demand will be overwhelmingly great in rela- 
tion to the growing resources of the country. 
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Such is the disquieting prospect in view if the situation is 
left to the unfettered play of private interests. The danger is, 
however, susceptible of attack by Government or concerted action 
on the side both of supply and of demand. 

On the supply side the scramble for essential goods might be 
met by a rational control of distribution, both internal and ex- 
ternal. This involves serious practical difficulties, but it appears 
worthy of careful consideration, not only on the grounds at pre- 
sent under discussion, but in the special interests of industry. 

On the side of demand the line of attack which offers the mosi 
promising results is that which would aim at preventing the con- 
version of potential into effective purchasing power. The effect 
of a capital levy in diminishing the volume of potential pur- 
chasing power has already been noticed, but this would have only 
a partial and indirect influence on the effective use of purchasing 
power. A surer means to the end in view, and one presenting 
fewer practical difficulties, would be a concerted measure of 
restriction of loans by banks. 

It may be found advisable, at the same time, to maintain, 
adapted to suit conditions of peace, some of the other restrictions 
on the employment of capital which have been already introduced 
during the war. 

It cannot be too clearly understood that the great demand 
which will be made on the country’s resources after the war must 
be met, not by creation of fictitious capital, but by the mainten- 
ance of national production and national frugality to the highest 
possible degree. The efforts put forth during the war to increase 
output, to restrict consumption, to enlarge the sources of labour, 
will continue to be needed to repair the damage of war and to 
enable the country to meet its obligations. A wise administration, 
both economic and financial, will see to it that the national energy 
is directed into the proper channels with the minimum of [rictiou 
and waste. 

L. G. Roussin 
Cairo, October, 1918. 








THE GOLD QUESTION 


I GLADLY accept an invitation from the editors of this JoURNAT. 
to give in English a short explanation of certain considerations 
on the gold question which I have lately set forth in two 
pamphlets! written in Dutch. Of the economic problems raised 
by this world-war, none has perhaps so much attracted general 
attention as that concerning the causes and effects of the enor- 
mous rise in prices and wages, which, having begun shortly after 
the outbreak of the war, continues to aggravate in an_ ever- 
increasing degree the dislocation of socio-economic life. There is 
in itself nothing wonderful in a nse of prices during a great war. 
The characteristic economic features of war (viz., first, a modi- 
fication of the social scheme of production in this sense, that 
productive energy is, to a very high degree, withdrawn from the 
production of normal national wealth and devoted to that of 
immaterial goods, such as the maintenance of national self- 
existence or the destruction of dreaded rivals, the realisation of 
national aspirations or illusions and of the material goods required 
for this; and, second, a mighty increase of the consumption by 
the Army and Navy even of those goods which soldiers require in 
time of peace also, viz., of their nourishment and clothing) cannot 
but cause an increasing dearth for civilians of the goods which 
they used to consume. Dearth becomes intenser as the war rages 
on a larger scale, and leads to a greater destruction of riches, 
which were formerly obtained laboriously (landed property, build- 
ings, ships, railways, etc.). 

Side by side with these natural and inherent causes of a rise 
in prices a second cause will crop up, in the belligerent countries 
first. The above-mentioned production of immaterial goods takes 
place by and under the direction of the State, which has to fit 
in with a society based on the exchange of goods and service. 
A socialistic community, to be proprietor of all means of produc- 
tion and disposing of the energy of its citizens with supreme 

1 De toekomst van het goud, Haarlem, de Erven F. Bohn, 1917, and De 
goudkwestie, Haarlem, de Erven F. Bohn, 1918. 
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power, would in itself be much better fitted to wage war than 
our present “capitalistic” states. The former would leave to the 
citizens what was absolutely necesservy for their maintenance, 
consuming in war the whole of the balance. What we experience 
now comes to much the same thing, with this difference, however, 
that, whereas a socialistic community would not need to pay for 
the things it required, the states now at war have to do so, even 
where they provide for their needs not in free exchange, but by 
compulsion. In ordinary times the State pays for what it wants 
partly by the fruits of its own productive industry, partly by the 
proceeds of taxes drawn from the income of taxpayers. In time 
of war, however, the State is far from being able to pay from 
these two sources for what it consumes of goods and services. 
Therefore it has to provide itself with the necessary means of 
payment for the balance, partly by contracting loans, by means 
of which the money spent by the State is again put at its dis. 
posal, interest being provided ; partly by itself creating new legal 
tender, or by the intervention of Banks of Issue. By means of 
the latter the quantity of medium of exchange increases directly ; 
though this may result from the first also if the State contracts 
loans from banks on short term, or if payments by the subscribers 
of loans of long date are not met out of savings, but through the 
assistance of the banks. Whereas the payment of war expenses 
from taxes does not increase the quantity of medium of exchange 
in circulation, this is necessarily the case with the two other 
modes of payment. This applies, of course, especially to the 
issue of paper currency. As far as this augmentation of the 
medium of exchange surpasses the increased demand for it arising 
out of the war, there will occur a fall in the value of money 
through causes inherent in the money itself, manifesting itself in 
a further rise of prices and wages. 

Since the prices of commodities are also influenced by 
inherent causes and the price scales of supply and demand do not 
follow the very same course even with regard to two commodities, 
a change in the value of money will never reveal itself in a per- 
fectly general and regular change in prices and wages. As a 
rule a change in the value of money will reveal itself, first in the 
prices of wholesale trade, then in those of retail trade, whereas 
its force is felt in wages only last. 

In my opinion, one should distinguish between these three 
things: a change in the purchasing power of money—t.e., every 
variation in the relation of exchange between money and goods 
which may have been brought about by causes either in the money 
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or in the goods, or in both; depreciation, or, as the case may be. 
appreciation, of money—?.e., a modification in the above-men- 
tioned relation of exchange through causes inherent in the money : 
and inflation—1.e., a depreciation of money arising from an ex- 
cessive issue, t.e., insufficiently covered by metal, of paper money 
by the State or (and) Banks of Issue. 

Now there certainly has been an increased demand for the 
medium of exchange, on account of a rise in the price-level from 
causes inherent in the goods themselves. Moreover, payment in 
cash—a practice which has been increasing during the war—has 
not only, through the influence of greater rapidity in circulation, 
virtually enlarged the amount of the medium of exchange, but 
it has also increased the need of cash. It seems, however, that 
if one weighs the importance of the factors on the part of the 
stock of money against those on the part of the want of medium 
of exchange, it can hardly be denied that with the belligerents 
the stock has increased more than the want, and therefore de- 
preciation, and even inflation of money on account of the form 
in which it occurs, has occurred. The States pay for carrying 
on the war for a very great part with the legal tenders flowing 
from the printing presses of the Governments or of the Bank 
Directions, hardly paying any attention to prices, asking for 
and getting what they are in need of. Thus this newly-made 
money flows in abundance to the suppliers of the States, who, 
in their turn, suddenly disposing of cash to amounts hitherto 
unknown, are willing to pay high wages and prices for the labour 
and raw materials necessary for their very profitable business. 
Consequently the new money of the State or the Banks flows 
before long throughout the country, everywhere increasing and 
depreciating the money-value. Inflation thus in full swing will 
stimulate at first the import from countries where a rise in prices 
has not yet made its influence felt in the same degree, and create a 
fall of the foreign exchanges too, a fall all the quicker as production 
for export has had to be limited through modified conditions of the 
home market and war impediments in international intercourse. 

According to Gresham’s law, gold should have left the country 
in normal times. Now the legal or actual inconvertibility of paper 
currency, as a rule, will render this impossible, although, with 
authority of the Governments, a good deal of commercial transac- 
tions were settled in gold, which gold, in this case, could only 
flow into neutral countries and the U.S. and Japan, which occu- 
pied a peculiar place among the belligerents. It thus happened 
that, in consequence of the unequalled increase of the reserves of 
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gold of the Banks,’ there also came an excessive increase of 
circulating medium, leading to depreciation of money. 

The yellow metal itself, too, must be considered as depreciated 
in neutral countries, and it will probably become depreciated, after 
the war is over, throughout the whole world. This depreciation 
cannot be evident there while, as is the case up till now, the mints 
remain open to gold, and the depreciated gold cannot flow back 
to foreign countries on account of the much greater depreciation 
of the valuta of the belligerents, forming, indeed, the large 
majority of humanity. The money unit and gold are, in these 
countries, coupled closely together, but the increase of means of 
circulation in neutral countries holds actually only good for gold, 
and for banknotes completely covered by gold, which are there- 
fore equalised with gold. Therefore depreciation of money in 
those countries can be identified with depreciation of gold. Money 
depreciation, in which gold would take no part, could, in coun- 
tries with the gold standard like the Netherlands, only mean the 
existence of inflation in a specified sense. There can, however, 
be no question about inflation when there is a covering of metal 
of all notes for more than 70 per cent., as is the case in the 
Netherlands. 

As a consequence of this course of development, the question 
of the future of gold arises everywhere, but in quite a different 
form in belligerent and neutral countries. The former cen- 
tralised, during the war, in their banks, as much as was 
possible, the gold that was within their reach, and substituted 
paper currency for internal use, partly to support their 
exchanges with the gold thus gathered, partly to pay for 
their purchases from Allied or neutral foreign countries. As 
far as the belligerent Powers have at present still got a reserve 
of gold at their disposal, they will keep it in hand as long as 
possible in order to maintain the prestige of their Banks of Issue, 
and so as to be able to dispose of legal tender when, in post-war 
times, they will have to replenish their commercial stock from 
foreign countries ; otherwise it will, for the greater part, if not 
impeded, flow away once more into the neutral foreign countries, 
the productive energy of which, as far as their normal economic 


' The reserve of gold amounted to :— 


July, June, Absolute 

1914. 1918. increase. Per cent. 
The Netherlands (mill. guilders)... 162.1 720.3 558.2 444.4 
Spain ( ,, pesetas) ... 543.5 2,066.9 1,523.4 380.3 
Sweden ( 5, crowns)... 105.8 258.7 152.9 244.5 
Denmark — Naas 75.6 184.1 108.5 243.5 
Norway ( ., i.) er 52.4 120.1 67.7 229.2 
Switzerland ( francs) 180.1 381.1 201.0 211.6 
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life is concerned, has also suffered intensely by the war, yet in 
a less degree than is the case with the belligerents. The terms 
of exchange between belligerents and neutrals will for that reason 
prove to be modified unfavourably to the former, even for a long 
time after the peace. Therefore the gold at their disposal is, 
for the belligerents, as it were, a treasure dug in their own 
country, the value of which is gladly employed to relieve some- 
what the tremendous burden of war expenses and restoration 
after war. 

For neutrals the matter has a quite different aspect. The 
gold that flowed into their banks had not been withdrawn from 
internal circulation, but came from abroad in payment for the 
export of their products. As far as the latter served to secure 
the import of foodstuffs and raw materials, it has been, as in 
times of peace, 1 means to keep national industrial life going and 
to promote national welfare. But mere payments in gold, which 
was depreciated already in neutral countries, and after the peace 
will be so, to all expectation, in a still larger area, put export 
countries in a position of gilded poverty, of which in due course, 
when the superfluous gold will leave them again at an even more 
depreciated value in payment for imports strongly advanced in 
price, the gilding will vanish and nothing but poverty will remain. 

Kiven during war this enormous increase of the stock of gold 
is undesirable. For the Bank itself such a considerable reserve 
of gold as exists at present in the Netherlands, covering rather 
more than 70 per cent. of the claimable debt, is a cumber- 
some possession. It is by no means necessary for the Bank’s 
prestige, and it is a barren part of its assets. And this influx 
of gold, which inevitably led to a depreciation of money, is a 
positive disadvantage to the nation as a whole. 

Moreover, the importance of this will be still further aug- 
mented if one turns one’s eyes upon the future. For the question 
ought to be put : How are the neutral countries to get rid in due 
course of this superfluous gold for which they cannot find a 
permanent employment in their own countries? It is evident 
that the gold which flowed into the neutral countries cannot flow 
away until the course of exchange with the foreign countries 
falls below the gold-point. Such a decline in the price of the bill 
of exchange, however, points either to inflation of the national 
money or to a change, in an unfavourable sense, of the exchange 
terms with the foreign countries, because either the products, 
which the latter can furnish, are desired in a higher degree than 
before, or, conversely, their own products are less desired abroad. 
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The one as well as the other will reveal itself in the country 
with an increased gold reserve in a rise of the level of the prices 
of the import articles above that in foreign countries. In that 
case the imports will rise above the exports (both taken in the 
widest sense), and the balance of payment will be found by the 
export of gold. 

Of course, the Bank, supported by its large reserve of gold, 
could largely increase working capital by fixing and main- 
taining a low rate of interest and hence force up the price level 
which would lead to an export of the superfluous gold. But in 
this way the depreciation of the national money would be still 
further extended, and the restoration of normal] proportions would 
be still more impeded. It cannot be expected, therefore, that the 
Bank will lend its hand to such a policy, and, if it were to do it, 
then Government would undoubtedly interfere. So the price 
level will have to be pushed up to a higher level than elsewhere, 
not by inflation, but by the overbidding of foreign countries— 
necessary on account of the exhaustion of our supplies of raw 
materials and foodstuffs, and possible on account of the large 
stock of gold. Thus countries in which the gold accumulated and 
which neglected to protect themselves against these Midas riches, 
will have to reckon with the discouraging prospect that, after 
the peace, the price level will still be rising there, or that at least 
the fall will be slower there than abroad. And this prospect is 
even darker because, if no measures are taken to prevent it, there 
is in all probability to be expected still more gold from the 
belligerent countries after the peace, and because, even if this 
were not the case, foreign countries will not be willing to take 
back all the gold they parted with. In England, France, and 
Germany, to mention these countries only, the gold circulated 
freely in home intercourse before the war. The war has now 
made the population accustomed to the use of cheap fiduciary 
methods for this purpose. Certainly nobody will expect gold to 
take its old place again. The exhausted nations can utilise their 
enfeebled energy more usefully than by buying back the gold 
from abroad in exchange for the fruits of their exertion, in order 
to permit themselves the luxury of paying their little purchases 
in the home trade therewith. In Germany authoritative voices 
are even being raised that plead for a regulation of its currency 
system, apart from gold altogether. ven if the latter should 
not be listened to for the present, vet the transition of the prin- 
cipal civilised nations to the gold exchange standard—in which 
the gold standard money will no longer be found in the ordinary 
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circulation, but centralised in the banks, only serving to main- 
tain the foreign exchanges within the gold points—will render a 
considerable economy possible in the quantity of gold wanted. 
Thus the depreciation of gold, at present only existing in the 
neutral countries, will become quite a universal phenomenon, 
which will endanger still more the export of the superfluous gold 
from the countries where it had a free influx. The prospect for 
those countries is therefore far from cheerful ! 

Since the theory of finance and banking has been scientific- 
ally studied, authors on this subject agree, in this respect, I 
think, that the first thing to be required of a regulated system 
of money must be this : that there ought to be guarantees against 
depreciation. A perfect stability in the purchasing power of 
money it may be impossible to realise, perhaps even undesirable, 
yet this may not be modified by causes in the money itself, in 
so far at least as the appearance of such causes may be prevented. 
With the metallic money system this will not always be possible, 
on account of variations in the production of precious metals, 
which sometimes make their influence felt at rather short notice. 
But whatever a Government may have in its power to realise the 
stability of the value of money in this sense may not be left un- 
done. Hence the care with which guarantees have been sought 
against inflation by Banks of Issue, a care which, by the way, while 
not extended to the other banks, can only imperfectly attain its 
end. But now the question arises whether a Government ought to 
permit calmly a depreciation of money by a superfluous influx 
of standard metal, although in times such as we live in such an 
influx is still augmenting the dislocation of social economic life, 
and will greatly impede the restoration after the peace. A ques- 
tion which becomes more important the less the ability and 
readiness of the belligerents to buy back the exported gold or 
at least keep a lasting hold on the reserve of money still in their 
possession. 

As early as February, 1916, Sweden, in my opinion rightly, 
gave a negative answer. ‘Taking for granted the depreciation 
of gold in the neutral foreign countries, it has prevented the 
national monetary unit froin following further that depreciation 
by suspending the liberty of the coinage of gold, and acquitting 
the Bank of its obligation of buying all the gold offered at a fixed 
price. The unmodified maintenance of the regulations for the 
covering of its notes to which the Bank is subjected caused, in- 
deed, a further purchase of gold, because, in spite of a consider- 
able rise in the rate of discount, the demands for credit continued, 
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But the arrangement made in February, 1916, has been main- 
tained so far, and extended till February, 1919, pending recom- 
mendations by a committee appointed for this purpose. The gold 
import in Sweden occurring singe February, 1916, has only been 
the consequence of the fact that they stopped half-way and did 
not establish a modified regulation concerning the covering of 
the banknotes together with the abandonment of the gold 
standard. 

Sweden has been reproached for introducing its arrangement 
at so short a notice, and so injuring its foreign debtors on account 
of contracts negotiated at a former date.! This may perhaps be 
true, a term of transition for contracts already made bona fide 
would have been advisable; yet from a Swedish national point 
of view the arrangement is, in my opinion, perfectly defensible. 
It has at least tempered the depreciation of the crown and led 
to a less degree of disturbance of the home price level than must 
be the case in countries where gold can go on flowing in freely. 

Sweden’s exports, which in the beginning may have been some- 
what checked by the measure, got paid, either with the goods it 
wanted or with bonds yielding interest, which, if not prolonged, in 
due time will have to be paid back in goods and services. Inter- 
national claims may of course involve peculiar risks, especially 
now. But Sweden surely will have taken care to be secured 
against them as far as possible. It is, however, clear that it will 
not be able to maintain perpetually the situation created there 
at present. By withdrawing the liberty of coining gold one can- 
not actually abolish the gold standard and at the same time keep 
it as the foundation for covering the bank obligations and for 
the maintaining of the parity of one’s own money in international 
payments. Sweden has, by this measure of February, 1916, 
wisely moderated the import of gold, but it will inevitably be 
placed before the alternative, either to cancel the measure before 
long, with the certainty that its reserve of gold will increase 
far beyond its needs, that it will } + deprived of interest of that 
part of its fortune invested in gold, that its money will be further 
depreciated, and that it will appear to have suffered a considerable 
loss when the superfluous gold will be re-exported later on; or 
to bring about a lasting arrangement, upon another than a gold 
basis, of its currency and banking system. Things as they are 
at present, of course, bear the character of a transitional situation. 
Thus the question arises for Sweden whether a secure basis of 


lts own cilizens, too, who had become creditors of foreign countries before 
that time, were also affected. 
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the currency and banking system of a country can be found, apart 
from a metallic foundation. For the substitution of another 
standard metal for gold would not solve the problem. Besides, 
it would not really be possible. 

And the same question, of course, holds good for those 
countries which do not desire their reserve of gold, already 
excessively increased, to augment any further. The question 
applies also to those countries, too, which, having given up their 
gold for the greater part to foreign countries, will want to restore 
their finance, disturbed by inflation, as soon as possible after 
the war. 

Now one should bear in mind that in normal times the main- 
tenance of parities of exchanges proved possible in the great 
majority of cases by arbitrage and sale of funds, without the neces- 
sity of the sending of any gold. There is a natural equilibrium 
in the balance of payment between a country and the rest of the 
world ; disturbance in any direction will of itself tend to restore 
that equilibrium by reason of the stimulus which makes, in the 
case of falling exchanges, export, and, in the case of rising ex- 
changes, import, the more profitable. It must, however, be 
acknowledged that the restoration of equilibrium by this means 
requires more time than when gold is at once available in order 
to be exported or imported as the exchanges fall below or rise 
above the gold points, gold being a desired article all over the 
world on the basis of the parity of the coin. Hence we have to 
seek a means that, working with equal quickness and certainty, 
might take over this function of gold. Now, in my opinion, 
this means might be found in the Banks of Issue taking the 
lead, for this purpose, in the exchange arbitrage by sufficiently 
extending their foreign portfolio (including credit balances 
abroad). ‘To accomplish this one need only guard against a fall 
in the course of the foreign exchanges, a symptom of deprecia- 
tion. The Bank can hardly be obliged to take measures 
against a rise, the sign of depreciation of the foreign valuta, 
although it will quite naturally contribute a little to the 
restoration of a rising exchange as a prominent purchaser in the 
market. Even in countries with metallic currency systems 
neither the Government nor the Board of the Bank have ever been 
either legally or even morally obliged to guarantee national in- 
dustrial life against possible depreciation of foreign valutas. 

If, now, the demand for remittance on any country augments, 
and in consequence the course of exchange on that country is 
falling, then the bank will be able to check the fall by meeting 
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the need out of its portfolio by drawing cheques on its foreign 
credits. In this manner the great common interest of a fixed 
basis of settlement with the foreign countries can be secured, and 
that in a way which serves at the same time the interest of the 
banks (and that of the public treasury, too, on account of the 
sharing of profits between bank and Government as existing in 
several countries), because in this system the barren gold in the 
vaults of the bank will be substituted by a portfolio that is 
vielding interest. 

In this system guarantees are wanted, however, that the fixity 
of the courses of exchange will not only be attainable, but will 
be attained. To make sure of that, a double stipulation should 
be inserted in the bank charter : first, that the bank should at al! 
times keep up a foreign portfolio to an amount bearing a certain 
proportion (to be defined later on) to its directly claimable debt : 
secondly, that with a fall in the course of exchange beyond a 
certain limit (to be defined later on) it should take such measures 
as to make it rise again above that limit within a period, which 
must be stipulated, e.g., eight days. Both stipulations, indeed, 
are closely interconnected, the first making an active exchange 
policy of the bank possible ; the latter offering guarantees against 
a fall of the exchanges in consequence of an excessive augmenta- 
tion of bank-money. 

In this way, apart from gold, the stability of the courses of 
exchange will be secured, at the same time eliminating the danger 
of inflation. By an arrangement like the one proposed here the 
disadvantages which gold has already imposed on the neutral 
countries could at least be prevented from increasing in the future ; 
for those countries that will accept this system the considerable 
economy in the expenses of commerce, which began with the 
establishment of Banks of Issue, will be completed, and the 
greater the number of countries which will join, the more will be 
increased the international solidarity of interests. 

At present I do not wish to enter any further into either the 
theoretical foundations of the non-metallic currency system, of 
which the above-mentioned is an application, or the opposition 
which it has met with. Maybe an occasion for this will come later 
on. At the moment I only want to show, on main lines, in what 
manner, after abandoning gold as the foundation of international 
payments in any country, a system of currency and banking is 
possible which in normal times does not offer less guarantees 
against inflation of the valuta than those prevailing in the civilised 
nations of the present day. 
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In this connection I may remark that the supporters of the 
metallic theory, in my opinion, are not sufficiently impressed with 
the simple truth that money, as such, leaving pathological 
exceptional cases out of question, is never desired for its own 
sake, but only as an intermediate link in exchange transactions. 
It has only value as such, which is determined by the importance 
ascribed to the services it renders. Money is valuable because, 
and as far as, it is useful, and its peculiar usefulness consists in 
the fact that, by reason of its power of paying off debts to the 
Government, accepted as a medium of exchange in commerce, 
it can at pleasure be changed into all commodities and services 
which are available for the owner of the money, in proportion to 
the value of that for which the money was originally paid. In 
the present stage of development of civilised nations it is, in my 
opinion, no longer necessary that money itself should be made 
of so precious a material as gold in order to play its part in 
economic life. 

In the year 1816 Ricardo wrote his famous Proposals for 
an Economical and Secure Currency, in which he showed, as 
McCulloch says, “that intrinsic value is not necessary to a cur- 
rency, and that, provided the supply of paper notes, declared to 
be legal tender, be sufficiently limited, their value may be main- 
tained on a par with the value of gold, or raised to any higher level.” 
In this pamphlet Ricardo, pleading, not indeed for a non-metallic 
monetary system, but for the gold-exchange standard, said : “The 
introduction of the precious metals for the purpose of money may 
with truth be considered one of the most important steps towards 
the improvement of commerce and the arts of civilised life; bat 
it is not less true that, with the advancement of knowledge and 
science, we discover that it would be another improvement to 
banish them again from the employment to which, during a less 
enlightened period, they had been so advantageously applied.” 
(Works, ed. McCulloch, p. 404.) The gold-exchange system, 
already applied in some countries, will, as a consequence of this 
world-war, in all probability be now introduced into the rest of 
the civilised world. May it never again necessitate so long a 
course of time and so gruesome a motive to induce the civilised 
nations to make themselves free from this costly and not indis- 
pensable medium of exchange. : 

C. A. VERRIJN STUART 

Utrecht, dugust, 1918. 











REVIEW-ARTICLE 


A LrEvy upon CAPITAL AND WAR FINANCE. 


Economic Problems of Peace after War. (Second Series.) By 
WituiAM Rosperr Scott, M.A., D.Phil., Litt.D., LL.D. 
(Cambridge : The University Press. 1918, Pp. xii+139. 
6s. net.) 


PROFESSOR ScoTt whets our hopes in his Preface by telling 
us that in this “second series” of Jevons lectures ‘concrete 
illustrations” will be given of the “working” of the ‘method ” 
indicated in the first. That earlier course, delivered at University 
College, London, in 1917, was, it will be remembered, reviewed 
in the December number of the Kconomic JouRNAL for that 
year (Vol. XXVII., pp. 530-532). In current debates, Dr. Scott 
contends, “undue concentration upon details” has meant the 
“neglect of wide and comprehensive principles, many of which,” 
however, he observes, “are psychological rather than purely 
economic.” It would, we feel, be perverse to quarrel with the 
general truth, or the special pertinence to present plans of “‘re- 
construction,” of his “paradox’”’ that ‘what is most important 
in facing the future is first to reach the right point of view.” Nor 
is the Adam Smith Professor of Glasgow University dishonour- 
ably, or, we may add, inappropriately, distinguished from many 
players at the fashionable game of bold prophecy by the cool cir- 
cumspection of his horoscopes. So far as we can judge, he has 
not seized an opportunity when vast disturbance has occurred, 
or large commotion threatens, to push forward exclusively pre- 
conceived pet ambitions of his own. Nor does he try in a favour- 
ing situation to advance in haste the class interests of one or 
more sections of the community to the designed, if not avowed, 
injury or punishment of others. If he does not wish, or contrive, 
to escape all taint of propaganda, the chief objects that he seeks 
are, it will be evident, not precisely fitted to win popular applause. 
It is, we would suggest, wholesome, but it needs some courage, 
to recall in these surroundings the healing virtues of individual 
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liberty and the insidious wastefulness of government control. 
Such a moral, falling once again from our author’s lips in his 
second course of lectures, is not pressed with exaggeration ; but 
it may aptly serve to confirm the “proper attitude of mind to- 
wards the problems ” of the immediate future which was earnestly 
enjoined in the first set of addresses. 

We must, notwithstanding, add that on one at least of the 
two groups of questions handled now by Dr. Scott he appears to 
run imminent risk of a reproach invited, as we hold, more season- 
ably by the discourses of the previous year. The nature of the 
subject may not easily admit of treatment differing from that 
adopted ; but, acute and forcible as are his remarks on the feasi- 
bility and results of the methods and the aims reviewed in the 
first two chapters, many, if not all, of the conclusions drawn 
are tentative, and the whole discussion seems somewhat nebu- 
lous. Here as in the former volume a rich command of apt quo- 
tation lends relief to refined, if not exhausting or laborious, ar- 
gument; and the heading of the first chapter, “Mare liberum : 
aer clausus,” will be allowed to be a happy choice. Yet in the 
opening lecture a hesitating and elusive subtilty will, we fear, 
often disappoint readers who looked for more plain direction. 
As we should anticipate from a previous partiality for Free Trade, 
Professor Scott in his second discourse is not slow to note, or dis- 
inclined to emphasise, difficulties attendant on the mode and 
measure of the economic control to be exerted in and by a “ League 
of Nations”: but the final issue of a searching survey will not, 
we imagine, vield much enlightenment. For we are told that, 
while the “prospects of the future,” without such a League, “can 
only be described as an unfavourable certainty,” “with it, perhaps, 
these may be transformed into a favourable uncertainty.” 

The “remainder” of the lectures “deal with problems of 
finance’; and some restraint, we frankly allow, is necessarily 
imposed on full positive pronouncement at the present moment 
on what will, or should, happen during the “transition” from 
war to peace, and a fortiori on the situation as it is likely to be 
discovered “ten years after.” Dr. Scott is no morose pessimist, 
and he gives substantial reasons for his cheering faith. But 
his justified confidence that we need fear neither ‘financial ex- 
haustion ” during the war nor “financial collapse” at its end was 
properly guarded by the proviso that reasonable prudence will be 
shown in the use of resources that have proved surprisingly abun- 
dant and enduring, and by the apt reminder that the restoration 
of tolerable economy on the side of the great spending depart- 
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ments of the Government should be swiftly and effectually 
achieved. His general prognostications and his particuiar 
suggestions in these concluding pages are, it need hardly be 
emphasised, based on large and accurate knowledge, and convey 
sage and opportune advice; but the balanced movement which 
is necessary in a cloudy atmosphere where the changing winds of 
guess and estimate prevail must be warily essayed, and the ad- 
justment reached at last is so delicately poised that it may seem 
insecure, 

It is in the earlier and not in the later of the “financial ” 
chapters that we reach firm ground and obtain more certain help : 
and we are disposed to hold that these two middle lectures of the 
book are the most valuable, as they furnish the least indefinite, 
contribution made therein by Dr. Scott to the economic literature 
of war. We speak now of “war” in preference to “peace”; for 
the first of the crucial questions raised by him—that of the choice 
between taxes and loans as the ‘“‘ways and means”’ of financing 
war—must, we think, be influenced predominantly by considera- 
tion of the great immediate stress caused by that current expen- 
diture on military and naval operations which must instanter 
be provided from one source or another. Nor are the pros and 
cons of the second vexed debate, which is reviewed, on proposals 
made for the prompt extinction of debt thus incurred by a special 
levy from capital in a single contribution at the close likely to be 
unaffected in their turn by the enormous magnitude of such out- 
lay. That cannot, as we have noticed, be deferred, but perforce is 
crowded into a brief period, in modern warfare waged between 
the large conscript armies of industrial countries. Reference to 
‘peace after war” may, it is true, be suitably and obviously ap- 
pended ; but it is especially significant that the stern economic 
strain to be faced directly by the fighting peoples is in no small 
measure concentrated within narrow limits fixed by the actual 
continuance of the conflict. And for that very reason they may 
justly feel that all legitimate contrivance for relief, which is 
possible, should be employed by their financiers. 

In his treatment of both problems Professor Scott secures an 
admirable breadth of view. With scrupulous fairness he expounds 
conflicting doctrines which he weighs in the just scales of tem- 
perate detachment. But he reaches conclusions which are as clear 
and final as they are sane and sure. In the process he dexterously 
contrives to illuminate old and bring forward new considerations. 
On the discussion of taxes versus loans, for instance, he urges 
cogently that, if taxation be found to be too heavy, it may, 
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forcing the payer to seek assistance from his bank, itself produce 
the very result which is the gravamen of the charge brought 
against the alternative of loans. It may cause “inflation,” with 
its consequences. His historical summary of the past attitude of 
British and German economic writers—the former starting with 
an exclusive programme of taxation and the latter at the outset 
insisting upon borrowing alone as war proceeds, while subsequent 
experience has, in fact, suggested, or dictated, practical] departures 
from either theoretical extreme—is as neat and terse as it is 
fresh and informing. For the complete rebuttal, indeed, of im- 
possible contentions used in this dispute by recent. supporters ol 
the first position on both sides of the Atlantic we should recom- 
mend a masterly essay of Professor Seligman, noted, and sum- 
marised, in the March number of this JouRNAL for 1918 (p. 181). 
That authority on the economics of taxation, duly emphasising 
the new but necessary contrast between the “objective costs ” and 
the “subjective sacrifice” of war, and rightly dwelling on the 
ignored or forgotten potency of credit—no less, and even more, in 
its public than in its private shape easing a pecuniary burden by 
spreading the time within which its irksomeness is borne—demon- 
strates seriatim the errors of commission or omission of the ex- 
travagant partisans of taxes against loans. But the Columbia 
University expert referred with appreciation to his Glasgow 
colleague’s share in this controversy ; and we feel with him that 
in the book before us, as elsewhere, Dr. Scott has lent timely help, 
correcting the excesses in the adoption, and enforcement, of a 
creed which, temperately stated and suitably advanced, is as 
salutary as it is beyond dispute. As he pithily observes at the 
end of this lecture, the plain duty of Chancellors of the Exchequer 
is “not to injure the future productivity ” of taxation or of trade, 
but they should nevertheless carry taxes to the “verge” of the 
limit so prescribed. 

In this book, too, as elsewhere, Professor Scott ably and fauiy 
deals with the new, or revived, suggestion of a single special levy 
upon capital to be made for the prompt riddance of the heavy 
weight of war indebtedness. It is curious, and it is not without 
significance, that an identity, existing, we admit, along with a dis- 
tinction, can be traced between adherents of taxes in the room 
of loans for financing current war expenditure and those who 
propose at the conclusion to mulet the thrifty who have saved, 
setting free previous extravagant selfish spenders, by assessing 
capital and using the funds obtained to extinguish the whole or 
most of the debt contracted. There is inconsistency, though there 
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is also some congruity, in the standpoints taken by writers who ex- 
tend their favour to both plans. The former, shown in frowns at 
first and indulgent glances afterwards at the receipt by the State 
of capital in preference to income, may be due to an astonishing 
levity, or a negligent cordiality, with which the last scheme has 
been countenanced in academic quarters where we might expect a 
more rigorous scrutiny of its necessary limitations and a clearer 
recognition of the possible sequel of so hazardous a precedent. 
But the reconciliation of two views apparently opposed may 
be more probably discovered in that common idea of a redistribu- 
tion of wealth, which is the end approved, if not the purpose 
avowed, by political advocates of the project of a capital levy. 
We have not adequate space in this review for exhaustive ex- 
ploration ; nor can we illustrate, as it deserves, the cool, decisive 
skill with which Dr. Scott inserts the keen edge of his probing 
criticism into the plausible analogies between capital and labour 
which are put forward under the disguise of the misleading phrase 
“conscription,” or display the pitiless just resolve with which, 
removing the hollow pretexts, he lays bare the serious gaps of the 
vaunted programme. There are, however, two important points 
to which we think attention has not hitherto been sufficiently 
directed, and these we will proceed to state. 

The treatment to be given to those who hold capital in the 
particular shape of the scrip of war loans has, it is evident, caused 
some trouble; and “special pleaders” have tried to combine re- 
commendation of a quick plan for getting rid of debt, which may 
look like nove tabule, with ancient prejudice against ‘“repudia- 
tion,” and a pristine integrity, which would jealously maintain 
the repute, hitherto not sullied, of British credit. An English 
Minister, dallying in what we. would hope was no more than a 
passing whim of perverse guileless caprice with the poisoned bait, 
had excused his ominous unexpected deviation from the strait path 
of financial rectitude by offering the poor comfort to subscribers of 
war stock that they will at any rate not be treated worse than other 
capitalist taxpayers. Less responsible but more thorough friends 
of a policy of disputable wisdom, in considered articles written 
for scientific periodicals, have gone further, and, making precise 
what Mr. Bonar Law left vague, they suggest some discrimination, 
in less or more generous degree, in the proposed assessment in 
favour of this special class. But in the course of those identical 
essays these same writers proved to their own satisfaction that the 
levy which they urge would be facilitated by the lucky accident that 
at the end of the Great War a very large proportion of the capital 
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of the United Kingdom would have assumed the shape—specially 
amenable to such fiscal manipulation—of holdings of war loans. 
They seem indeed in this, as in other respects, to be attempting 
at once both to “eat” and to “have” their “cake.” 

Yet, as Professor Scott has pertinently noticed, an active 
agitation of this sort for “conscription of capital” was ill cal- 
culated to promote the continued or augmented sale of war stock. 
It is more obviously fitted to discount the large assurance, widely 
advertised and often repeated, of Cabinet statesmen and minor 
members of the Government, of responsible officials specially con- 
cerned in such affairs like the Public Trustee, of Lord Mayors, of 
business experts, bankers, and insurance companies. They are 
quoted as vouching that the security is absolute, and the invest- 
ment can be thoroughly recommended to the humble and the timid 
who cannot afford, and will not wish, to run the risk of forfeiting 
their future incomes, however patriotically anxious they might be 
to aid their country at the crisis of its fate and of their fortunes. 
A long list of such “prospectuses,” couched in terms of menace or 
cajolery, which may perhaps exhibit more vulgar blatancy than 
dignified restraint, has appeared in the daily and the weekly Press. 
But we will content ourselves with a single quotation from one of 
the most recent of such appeals. It is that of Sir Edward Holden, 
whose autograph signature, we were told, had been appended to a 
personal letter addressed to the customers of his bank. On the 
“value to the investor” of National Bonds the Chairman declares 
that he “need only say ” that the London, City and Midland Bank 
is “taking them freely as being the best possible investment 
now open to a prudent and conservative bank for all funds 
which are available for that purpose.” Such an opinion from 
so great an authority must have due weight, and we under- 
stand that this message was being sent by all the banks to all 
depositors. 

The particular point we now desire to urge is that it is not 
merely the perfect safety of the original principal which, guaran- 
teed by the State, is, so to say, “underwritten” by this large, 
impressive group of financial and political magnates of fame: 
but the solemn covenant expressly covers the payment for a 
certain time of a definite rate of interest. The nation, repre- 
sented by the Government, contracts in the case of each successive 
issue neither to compel receipt of the principal nor to force reduc- 
tion of the interest before dates more or less remote from that o! 
the invitation to subscribe. That additional fact, as it appears t« 
us, has not perhaps been forgotten ; but it certainly has received 
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no conspicuous notice, in discussions of a levy upon capital to be 
used immediately for the complete extinction of war-debt. 

Yet, if, on the one hand, we are reminded by what may be 
the qualms of uneasy conscience that the proposal can be dis- 
tinguished from the “red revolution” of probable affinity with 
which it may appear to arouse suspicion, we should remember, on 
the other, that this condition, or rather a commonplace concern 
for the continuing credit which successful practical finance de- 
mands, would imply that “repudiation” in any shape or degree 
should be, not loosely construed or lightly regarded, but, on the 
contrary, punctiliously, and even meticulously, avoided. It must 
indeed be shunned like the mortal contact of the plague by alert 
faithful guardians of public health. For the slightest. whisper of 
approach even from a distance to so slippery an incline cannot be 
allowed once to get abroad without bringing grave risk to national 
security. Worldly wisdom imperatively enjoins such elementary 
precaution apart from any fine respect for the moral claims of 
strict good faith. Here, as elsewhere, it remains severely true 
that “two blacks do not make a white ” ; nor is a breach of public 
honour palliated or condoned because the suffering caused will be 
shared by a section consisting of war-stock-owners with the larger 
portion of the inhabitants of a country composed of the taxpayers 
possessing capital who are mulcted by the State as contributors 
to such a levy. 

The fair edifice of British credit is, we fear, threatened at the 
present moment from two opposite directions. We do not know 
whether it is in more serious danger of its foundations being under- 
mined, with specious apologies, by the economists and politicians 
who play thus with plans of “‘conscripting ”’ capital, or of its super- 
structure shaking and falling, when it is overladen with insecure 
storeys added by the grandiose designs of daring builders. For, 
untaught by painful lessons from the past, these financiers have 
not learnt that the conjuring legerdemain of deft magicians 
juggling with paper substitutes for hard cash will not pass a stern 
test. They will prove in the end to have no enduring substance 
nor do they possess real worth. ‘‘Great experiments,” alas! have 
been often made by credit-mongers at such periods of crisis, and, 
repeatedly, collapse, however long postponed, or adroitly, it may 
be, “camouflaged,” has become inevitable and wrought far and 
wide disastrous ruin. South Sea “ Bubbles,” or even the misjudged 
ability or libelled intentions of a John Law, may find their parallels 
to-day amid circumstances such as those which the quick end of 
a huge long war may offer. We hope that the shrewd sobriety of 
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our countrymen will serve as a precaution against the imagina- 
tive extravagance of these “chateaux en Espagne.” But we also 
trust that their known persuasion that in business “honesty is the 
best policy,” which has deservedly spread reliance on English 
goods throughout the markets of the globe, will confirm their pride 
in observing unimpaired all the obligations of the National Debt, 
however onerous be the increased pressure of the augmented 
burden. Any other way deadly danger lies. 

The second point, overlooked, as we suggest, in these discus- 
sions, recently set on foot or reintroduced, is equally important. 
Difficulties of assessment have been allowed with candour by sup- 
porters of the contemplated scheme of a single special levy to 
be made on capital: but the admission is forthwith followed in 
many instances by prompt attempts to minimise their gravity. 
Significant misgiving on the full dictates of rigorous equity is 
in this connection calmed or hushed by a refined comparison of 
relative magnitudes. That has been drawn, for instance, between 
the quantities of the possessions belonging to the more and the 
less opulent classes respectively, and of the kinds of wealth dis- 
tinguished in contrast as “material” and “immaterial” or “ per- 
sonal.” For it has been allowed, or urged, that the collection 
of the tax should be eased by omissions more or less considerable 
from its purview. Such exceptions may well invoke close notice 
in their inauspicious bearing on the underlying aim of reaching 
by this particular financial method the object cherished inde- 
pendently before by some of its advocates who wish for the redistri- 
bution of wealth ; or they, or others, may seek to win by adventi- 
tious, if not by dubious, means a needed popularity for their alarm- 
ing plan. But more unbiassed reflection on the obvious obstacles 
offered to achievement of the necessary work of the fiscal officials 
within limits of time, which will not be compared appropriately to 
postponement to the “Greek Kalends,” has also been responsible 
for part at least of this attempt at adjustment. The preliminary 
business of valuation is indeed enormous, and its complexity is not 
less evident and terrifying than its size. Cynical critics of the 
twists and turns of the supporters of the wonder-working project 
may perhaps be ready to pour scorn on the ostensible readiness 
with which professions of scrupulous equity are advanced at first, 
and then, on second thoughts, are hurriedly withdrawn more or 
less completely, because they can with difficulty be fulfilled, and 
the convenient maxim de minimis non curat lex is, in the 
end, as @ final resource, elastically applied. Still, this procedure has 
to maintain an equipoise between the forfeiture of needed revenue 
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and the economy and speed and ease of its collection, and it is 
hard, if it is not impossible, to balance exactly the claims of justice 
against the appetite of democracy. In this predicament we ought 
not perhaps to be much astonished by renewed recourse to an old 
unsatisfactory device. It is designed for shifting rather than 
removing a formidable stubborn impediment. Yet it is seriously 
urged as a good discovery that contributors should themselves 
take the trouble, give the time, and bear the cost, of assessing 
their capital, under the threat of fines to be exacted later. 
Their mistakes will be thus corrected, we are told, when some 
Government official, perhaps of petty station and of no special 
capacity or training for such expert work, has the leisure to review 
the earlier provisional calculations. There is, unhappily, an 
ominous precedent for this evasion of the plain safeguards and 
primary responsibilities of fair and smooth taxation. Mr. Lloyd 
George’s original notion in his famous Budget was that land- 
owners should similarly be asked to render their own reckoning 
of site-value with the like menace of dire penalties for their errors. 
The good sense, or the rudimentary justice, of the general public, 
or the House of Commons, caused the prompt withdrawal of this 
makeshift ; and the State undertook the indispensable preliminary , 
to the collection of “increment,” ‘“‘reversion,” and “undeveloped 
land duties.” They have, however, yielded hitherto a ridiculous 
quantity of net revenue. It has, in fact, been clearly demonstrated 
that the “public value” of land has failed as yet to furnish the 
promised riches for the nationa! Exchequer ; and the disappointing 
issue of the ambitious enterprise, triumphantly announced, has 
been, in effect, a consequence of the many great complexities of 
equitable appraisement which were at the outset airily dismissed 
by theoretical enthusiasts for the ‘“‘new finance” of the Act of 
1909-1910. Mr. Mitchell, in the September number of this 
JouRNAL for 1918, is not exaggerating when he writes of the 
“ghastly fiasco of the valuations” (p. 274). Confusion rather than 
finality, dissatisfaction and not content, irritating doubt in place 
of calm trust, have in actual fact resulted. The taxpayers have 
been much harassed, but the revenue has lost and has not gained. 

The Chancellor of the Exchequer, then, like Professor Pigou 
and his companions to day, in the June number of the Economic 
JOURNAL for 1918 (pp. 149, 164) was perhaps astute—or shall we 
say adroit or “slim” ?—in shirking great continuing trouble by 
placing upon others the heavy burden of solving a vexed conun- 
drum. But it has not, we think, been shown successfully in those 
articles of the present date, to which we have just alluded, that it 
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will be easier, or more possible, to reach a satisfactory or quick 
result in the later than it was in the earlier case. For valuation 
is intrinsically an opportunity for varying estimates more or less 
uncertain and unfair; and doubts and disputes can hardly fail to 
arise in the process wherever and whenever it is used. In this 
particular connection we are reminded, indeed, by the writers to 
whom we have referred that the large quota of the total capital of 
the whole country now in the convenient form of war stock will 
simplify the problem of assessment which, they urge, has been 
purposely exaggerated. But the accompanying statement that 
‘ideal perfection and exactitude, to five places of decimals, is not 
attainable ” does not restore our trust. Nor is it reassuring to be 
told that “the problem of assessing and collecting such a tax 
presents no overwhelming difficulties.” 

What we have been more surprised to note in the whole debate 
is that little or no reference is made in recent controversial talk to 
relevant material forthcoming from another source. It may never- 
theless still serve in time as a warning to move cautiously in this 
uncertain region of fiscal experiment. A brief study of accessible 
literature of recognised repute would have disclosed the pertinent 
‘fact that as a financial instrument a “general property tax” has 
evoked a loud continuing chorus of unanimous insistent blame 
from the authorities, and that its most patent defects attach to 
that valuation which is an inevitable attendant. Nor should it 
be forgotten that, if, for measuring “‘site-values,”’ we are referred 
to a subtle product of abstract hypothetical reasoning, which can 
but imperfectly at the best be identified with the concrete sub- 
stance of the tangible realities of practical life, on the other hand the 
estimation needed for a general property tax, as for a special levy 
upon capital, is a task of much wider range. It may well demand 
a longer period for its full achievement because the wealth with 
which it is concerned is more diversified in nature and in quantity. 
Whether levied once for all, as is now proposed in this country by 
those who would “conscribe” capital for extinguishing debt, or 
repeated, as in those fiscal systems where in the past and abroad 
it has given notorious dissatisfaction to payers and receivers alike, 
a valuation must be made. And, while there is no sure guarantee 
that the victims of a special levy for a definite purpose will hence- 
forth be immune from the same or other methods of taxation, 
repetition may bring the compensating advantage to the sufferers 
that opportunity is thereby offered for the amendment of mistakes 
which cannot, it is obvious, be set right in what is already past 
and gone beyond recall. It is, however, difficult to draw en- 
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couraging conclusions from the significant fact that the ascertain- 
ment of land-values under the Finance Act of 1910 had not yet, 
in 1918, been finished, or the doubts and disputes to which it had 
given rise resolved. The law to-day still presents many loose ends 
due to decisions of the Courts on the correct interpretation of the 
difficult language of its intricate provisions. The Parliamentary 
draftsmen responsible were, indeed, put to unusual strain in their 
endeavour to translate into working practice the subtle niceties of 
refined economic theory. But American experience of the general 
property tax used in that country shows that in this case also 
complexities of valuation, with riddles different in kind perhaps 
but not less formidable in fact than those of our land duties, have 
prevented altogether a satisfactory and just assessment. The matter 
has become a byword in a financial system which takes no high 
place among arrangements made by civilised peoples. We do not 
propose to cite at length from the authorities on taxation who, 
we have suggested, could be consulted with advantage. One of 
the most acute and comprehensive scrutinies of the bad weapon 
of the general property tax, it is interesting to observe, is that due 
to the erudition and discernment of Professor Seligman. He pro- 
nounces it to be a dismal “failure ’’ in America, and condemns it 
“as the main source of public revenue,” “theoretically,” “his- 
torically,” and “practically” regarded. His reasons for this triple 
censure will reward attentive study in their application to the 
special levy upon capital proposed to-day for this country. Adverse 
opinions are quoted by him from officials charged with the adminis- 
tration of the tax in the United States. One of these experts, for 
example, has declared categorically that ‘a more unequal, unjust, 
and partial system for taxation could not well be devised.” Another 
has said that it is a “farce, sham, humbug.” But an unbroken har- 
mony of damnatory judgment is revealed in the text-books, such as 
we imagine has rarely, if ever, been attained on any other topic 
in financial controversy. Professor Bastable, with characteristic 
temperateness but positive definiteness, affirms that there are 
“sufficient grounds to justify the very general abandonment of the 
property tax as a leading source of revenue,” and wiiies of it as 
“merely a form of assessment” and “‘not really a fair gauge of 
capacity.” Leroy-Beaulieu more drastically pronounces of the 
American use of the tax : ‘““Rarement, dans la fiscalité moderne, on 
a inventé d’instrument plus grossier.” Dr. Plehn asserts that 
experience replies without reserve in the negative to the inquiry 
whether an “effective” ‘method of assessment” will “reach 
uniformly and equitably all forms of property.” In America this 
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result is definitely established, when the assessors are officials “in 
small districts” and are “popularly elected for a short term,” and 
also when the impossible task is intrusted to a “higher,” more 
‘impartial ” non-local “bureaucracy.” Evasion has been general : 
the assessment of personal property becomes very hard, or im- 
possible, to achieve, and the fair treatment of mortgages or debts 
or good-will is a veritable crux. 

We would once more commend to light-hearted advocates or 
favourers of the swift extinction of war debt by a special levy upon 
capital a fresh, or repeated, perusal of the unimpassioned pages 
in the text-books of taxation and finance which record these ver- 
dicts passed by such authorities on a general property tax, and on 
its modus operand? (or perhaps we should be nearer the bare truth 
if we placed a “non” between “modus” and “ operandi”) in the 
United States. Let our wise administrators at any rate pause 
before they plunge into the treacherous currents of such unquiet 
seas. Let them pay due heed to the emphatic timely admonitions 
which the scheme has drawn already from the men of monetary 
affairs in our own land, like the Chairmen of our great banks, who 
know from inside the sensitive character of the delicate mechanism 
of our admired credit system. When they have advised investors 
to buy war bonds they dismiss from their minds, we may be sure, 
as impossible or impracticable the vision of a special levy upon 
capital. We rejoice at least to think that so learned a student, 
and so competent an expositor, of economic history as Professor 
Scott should unhesitatingly refuse to fall himself or to lead his 
many readers into such @ snare; and we are amazed, while we 
regret, that others should have been, as we must think, unwarily 
or rashly entrapped. 


‘ 


L. L. Pricer 
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The Meaning of Industrial Freedom. By G. D. H. Cote and 
W. MEtior. Pp. 44. (Geo, Allen and Unwin, Ltd.) Is. 
net. 


THERE is one inestimable advantage in writing a short pam- 
phlet. Brevity compels one to bring forward only the strongest 
arguments for and the most attractive features of one’s plan, and 
it is not only impossible, it is not expected, that one should be 
rigidly fair to one’s opponents. The brilliant summary, the 
speaking example, are everything, and forgetfulness that the same 
moral or scientific principles were ever held by rival theorists is 
tolerated if the lack of memory is accompanied with geniality and 
not with acridity. All this, authors may retort, may be said of 
reviews, though they will seldom admit any brilliancy—but that 
is by the way. The present pamphlet by Messrs. Cole and Mellor 
is an admirable example of its kind, both in its merits and its 
defects. It is written in clear and vigorous style, there can be no 
mistake as to the authors’ aims and methods, it is eminently 
readable, and it will certainly send the reader to study the larger 
books on the same subject by the same and other authors, though 
it may be remarked that they will not always find the same 
pleasure therein. On the other hand, the characterisation of 
“reformist ’’ socialists as “materialists’’ who ‘‘see only the 
results of the present system ’’ and ‘‘ omit to go deeper and to 
seek out the causes that underlie it,’’ is sheer humbug, and Mr. 
Cole and Mr. Mellor either know it or are guilty of intellectual 
laziness. And surely the half-truth that “the crowning discovery 
of the nineteenth century was that democratic government made 
no difference to the life of the ordinary man’”’ might by now be 
given a well-deserved rest ; it has been worked so hard. It is very 
natural to claim that the “new spirit ’’ has, and alone has, all the 
virtues, but those whose memories go back farther, unfortunately, 
than those of the authors must put in a plea for earlier crusades 
and for the idealism of opinions which to the hasty glance of the 
young man in a hurry of enthusiasm seem empty and outworn. 
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To attempt here to subject this pamphlet to close criticism 
would be unfair, since it would be necessary to bring in matters 
omitted in it, but treated more fully elsewhere. It is a brilliant 
advertisement of Guild Socialism, and considered as such it is 
worthy of all praise. The scheme of thought is now well known 
—that the workers becoming more class-conscious will organise 
themselves, not into craft, but into industrial unions with the 
direct object of taking over the control of each industry, which 
will then be governed by a Guild representative of all producers 
in it. Control of industry from this point of view is summed up 
in “direct management ’’ democratically organised. The State in 
future will represent the general public, and through municipality 
and Parliament will treat with the Guilds as to the settling of 
price and the organisation of demand. “But the intervention of 
the State would be no less occasional and external than that of the 
Unions is now. In fact, instead of the State ‘recognising’ the 
Trade Unions, the Trade Unions would ‘ recognise’ the State.’’ 
The interaction between the State and the Guilds is just the most 
obscure and least satisfactory part of the whole scheme. 

The “capitalist ’’ and the “politician ’’ will find it of little use 
‘to dismiss the whole affair as fantastic. New ideas are in the 
air, ideas about industry conducted as a public service and not for 
private profit, ideas about securing for the worker a share in the 
control of his trade, ideas about the alliance of businesses, and 
these are finding shape in talk about Whitley Councils as well as 
in agitations by shop-stewards and schemes of philanthropic mil- 
lionaires. If a “solution ’’ cannot now be found, we must at least 


and as early as possible get into the way to find it. 
Henry W. Macrosty 


Contemporary Theorics of Unemployment and of Unemployment 
Relief. By FReperick C. Mitts, Ph.D. Pp. 178. (Columbia 
University, New York; Longmans, Green and Co.; P. S. 
King and Co., 1917. Price $1.50.) 


THIS volume (number 183) is the first part of Volume LAXIX. 
of the Studies in History, Economics, and Public Law, edited by 
the Faculty of Political Science of Columbia University, of which 
the author was formerly Garth Fellow in Economics. 

It opens with a sketch of the classic English theory of unem- 
ployment, based upon Adam Smith’s dictum that what the work- 
man “earns . . . while he is employed must not only maintain 
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him while he is idle, but make him some compensation for those 
anxious and despondent moments which the thought of so pre- 
carious a situation must sometimes occasion.’’ To this Malthus 
contributed his theory of population. Practice, however, showed 
that the increase of wages with the irregularity of employment 
was an ideal fiction, and regular provision by the State had to 
take the place of starvation variegated by casual charity. There 
was no attempt to discover the causes of unemployment, and, 
to quote the author, “through all the history of the English Poor 
Law, with its swings from the side of haphazard and _indis- 
criminate giving to that of rigorous and indiscriminate detention, 
there does not once appear a dictating policy based upon a scien- 
tific study of the able-bodied unemployed man, and upon a com- 
prehension of the fact that there are many types and many causes 
for destitution.’’ Mr. Chamberlain in 1886 in his famous circular 
introduced the view that special methods of treatment were 
required for the destitute workman who was not a pauper, and 
it was carried farther into effect in the Unemployed Workman 
Act of 1905, which was a failure except in so far as it definitely 
posed the question of unemployment as a special problem. There 
have since been two important developments, the Labour 
Exchanges Act of 1909 and the National Insurance Act of 1911. 
Chapter II. deals with contemporary English theories of unem- 
ployment treated as the “maladjustment between the supply of 
and the demand for labour.’’ ‘The causes of unemployment are 
grouped under four main heads: the loss and lack of industrial 
quality, where the available supply of labour is not of the quality 
demanded by contemporary industrial needs; industrial fluctua- 
tions; the reserve of labour ; and the personal factor. The views 
of the leading writers who have dealt with these matters are 
analysed and compared under each head, and following the treat- 
ment of each separate cause comes a survey of the remedies pro- 
posed. The writings of Beveridge, the Webbs, Hobson, Pigou, 
and the volumes of the Poor Law Commission furnish the bulk 
of the material, and authors less widely known are drawn upon 
wherever they have contributed anything valuable to the discus- 
sion. It would be futile to attempt to summarise Dr. Mills’s 
work, for with admirable skill he has succeeded in extracting the 
essence of each author’s original addition to knowledge. The sum- 
mary has been done with perfect fairness and with a single eye 
to clear presentation, and the only criticism which one would hint 
is a fear that in the dissection of each author’s work under the 
specified heads sight has been lost of his general attitude to 
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industry as a whole, of his “theoria,’’ in fact, or general view. 
Missing the synoptic treatment of the subject as a whole, the 
reader is forced to construct with some pain a synthesis of the 
dissected members, and inevitably misses the bond of union which 
originally gave them life. Still it will be no great loss if he is 
driven to study the authors again in their own writings, for the 
problem is still far from being solved either in theory or practice, 
and Dr. Mills’s volume will meanwhile serve him as an admirable 
student’s notebook. 

All English students of unemployment are familiar with Eng- 
lish work on the subject, but most of them will be less acquainted 
with the American contributions dealt with in Chapters ITT. and 
TV. These are not reviewed in the same detail, because both in 
form and in fact they are identical with English theories of the 
causes of and remedies for unemployment. There are, how- 
ever, two conditions peculiar to the American problem—immigra- 
tion and the migratory element—which are, accordingly, treated 
more fully. A strong body of opinion holds that the influx of vast 
numbers of unskilled labourers—nearly fifteen millions in the 
twenty years from 1895 to 1914—has a close relation to unem- 
ployment. In support of this view may be quoted not only the 
American Federation of Labour, but the United States Immigra- 
tion Commission and Professor Jenks, who agree in advocating 
restriction of immigration so as to keep out the less desirable immi- 
grants. Others, like Hourwich, Helen Sumner, Leiserson, etc., 
maintain that the causes lie deeper, and that other conditions 
must be reformed. With regard to the second condition, the 
migratory or floating labourer, the United States Commission on 
Industrial Relations reports (1915) that “there are large numbers 
of American workers, in all probability several millions, who are 
not definitely attached either to any particular locality or to any 
line of industry,’’ and Samuel Gompers declares that their lot is 
‘“‘in some points worse than slavery.’’ A summary of State tramp 
and vagrancy legislation is given in Chapter IIJ., and the subject 
is again touched in the following chapter, where the connection 
of the tramp and migratory labour problems is emphasised, and 
the little that has been done towards the solution of either is made 
evident. 

In a few concluding words the author cheers us with the 
reflection that at least we are on the right path, and that if not 
entirely clear, “it has at least been blazed.’’ For this optimism 
we may thank him, as well as for his bibliography. 

Henry W. MAcrosty 
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Workmen's Compensation and Insurance. By Duranp Harsey 
vAN Doren, A.B., LL.B. Pp. x+332. (Moffat, Pard and 
Co., New York, 1918. Price $2 net.) 

Tuis book is No. 5 of the David A. Wells prize essays, and was 
written in 1917 for the prize of $500 offered annually to the 
seniors of Williams College and graduates of not more than three 
years’ standing. It may be said at once that it possesses merits 
much above those usually shown by post-graduate theses, and will 
be found well worthy of attention by the students of this im- 
portant subject. 

Mr. van Doren points out that the law for centuries treated 
contracts of employment as purely personal agreements in which 
the public had no interest. The courts, therefore, held the em- 
ployer liable only for his own personal fault or culpable negli- 
gence ; if the employee was guilty of contributory negligence his 
action failed, and under the doctrine of common employment he 
took upon himself the ordinary risks of the negligent acts of his 
fellow-employees, while at the same time he was held to assume 
all risks in an employment after the master had done everything 
he was bound to do for securing the safety of his employees. It 
is true that the employer had certain duties to perform, but the 
net result of the common law was that for only a small fraction 
of the number of accidents was the employer held to be liable. 
This strictly personal view of the relations between employers and 
employed became antiquated when industry began to assume the 
corporate form, and closer observation showed that the cost of 
maintaining the disabled workman in the end fell on the com- 
munity through the poor-law or charity, for (though the author 
does not take this point) the strict economic view that the risk was 
compensated by higher wages was in flagrant contradiction with 
the facts. A new theory of legislation arose which based itself 
on the presumption that human fallibility made “negligence *’ an 
unavoidable incident of industry, and held that the common weal 
required that an industry should bear the cost of all accidents to 
employees as one of its necessary expenses, thus, in the ultimate 
resort, throwing the cost on the community. “ Workmen’s Com- 
pensation” thus took the place of ‘Employers’ Liability.” 

The first modern compensation law was the German Industrial 
Insurance Act of 1884, which after a waiting period gave the 
injured workman free medical attendance and a pension variable 
according to the degree of injury, the money being found by 
trade associations, to which both employers and employed contri- 
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buted premiums. It has since been in some measure extended, 
but not substantially modified, and, “in the writer’s opinion, it 
comes nearer to the ideal law than any in force elsewhere.’’ In 
the United Kingdom the Employers’ Liability Act of 1880 
removed the doctrine of common employment as regards superior 
officials, but it covered only a limited and arbitrary range of 
employments and a too strictly defined classification of accidents. 
The old law was entirely upset by the Act of 1897 and the 
re-enacting Act of 1906, which made “the right to compensation 
» statutory incident of the contract of service’’ for all accidents 
to a workman arising “out of and in the course of ” his employ- 
ment, including specified industrial diseases, such as anthrax, 
metallic poisoning, etc. A liberal interpretation of the terms of 
the Act of 1906 and the repeated extension of the list of industrial 
diseases have left the master only the defence of “serious and 
wilful misconduct,’’ and have placed him virtually in the position 
of an insurer against accident, a position which he has accepted 
by transferring his monetary liability to insurance companies, to 
which he pays premiums. 

The German and the English measures have formed the 
foundation of all accident legislation elsewhere. In the United 
States the “avalanche of workmen’s compensation laws” began 
in 1911, but the new laws soon came into conflict with the courts, 
which held that the compulsory liability of the employer without 
proof of his negligence offended against constitutional provisions 
forbidding the taking of private property without due process of 
law. Not for the first time did written constitutions, through 
their antiquated theoretic basis, prove an obstacle to the new 
social conscience of the nation. In some cases the difficulty was 
got over by application of the “police power ’’ of the State, which 
the court held “‘may be put forth in aid of what is sanctioned by 
usage, or held by the prevailing morality or strong and prepon- 
derant opinion to be greatly and immediately necessary to the 
public welfare.’’ In other instances (as in the New Jersey law) 
the constitution was dodged by applying the new principles of law 
aa an alternative in all cases where there was not as part of the 
contract of hiring an express statement in writing, prior to the 
accident, that the provisions of the Act were not intended to 
apply. 

We need not follow the author into his lucid analysis of the 
existing United States laws, which fall into two groups, one 
aimitting the right to compensation as a general principle, the 
other in ‘‘a surprising number of States’’ applying it only in 
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extra-hazardous employments and leaving the workman to his 
usual legal remedies in other cases. Farm-labour and domestic 
service are generally excluded and also professional employees ; 
the interpretation of “injury’’ is usually generous, and that of 
“accident arising out of and in the course of the employment ”’ is 
liberal, but except in California occupational disease is excluded. 
Drunkenness is generally a bar to recovery of compensation. 
‘Very few of the American Compensation Acts are compulsory in 
their operation with regard to private employments ’’ ; compulsion 
is usually effected indirectly by the “presumption of acceptance,” 
as in the New Jersey law. 

Workmen’s compensation means a practical compulsion on 
employers to insure, and in a number of States insurance is actu- 
ally compulsory. Private insurance companies take over the risks 
as part of a business, whose object is to make profits, and the 
workman is naturally at a great disadvantage in negotiating with 
the skilled agents of the companies an adequate compensation for 
his particular injury. There is consequently a large body of 
opinion in favour of the German plan of compelling the 
employer to insure his employees in a mutual insurance fund. 
The American insurance companies are in arms against the 
obvious tendency towards compulsory State insurance, while State 
commissions of inquiry show a strong bias towards the “socialistic 
plan.’’ The comparative honesty and ability of State and private 
institutions are hotly debated, but Mr. van Doren is whole- 
heartedly in favour of State insurance funds, adducing those of 
California, Maryland, Wisconsin, Montana, Ohio, and New York 
as showing superior service and cheaper rates. Greater security, 
more equitable distribution of insurance costs, absence of waste in 
advertising and duplication of staffs, stimulation of public interest 
in the prevention of accidents, are other merits which with close 
argument he attributes to State insurance. The ideal law, he 
holds, should be a compulsory law, covering all employments, 
including casual workers, outworkers, public employees, and 
highly paid officials, and applying to all accidents directly or 
indirectly due to the employment and also to occupational dis- 
eases. Gross carelessness is exceptional, and intoxication should 
not stop a claim to compensation while the law permits the public 
sale of liquor. The waiting period should be short, and two- 
thirds of the average wage is sufficient compensation for. total 
disability, except in low-paid trades, where there should be a 
minimum payment based on the number of dependents. In the 
case of partial injuries the prospective effect should be taken into 
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account in making the awards. ‘The ideal law should provide 
for a State insurance fund, in which employers should be forced 
to subscribe.”’ 
With this summary we part from a highly suggestive book. 
Henry W. Macrosty 


The New Tariffism. By J. M. Rosertson. (Iuondon: Allen and 
Unwin, 1918. Pp. 63. 2s. 6d. net.) 


FEw writers are more capable of pulling to pieces the ill-con- 
sidered report of a protectionist committee than Mr. Robertson, 
and in this little book he has dealt patiently and faithfully with 
the Committee which sat under Lord Balfour of Burleigh to ‘“‘con- 
sider the commercial and industrial policy to be adopted after the 
war.’ He shows the absurdity of demanding reparation in kind 
from a defeated country, and at the same time endeavouring to 
prevent exports from it. He argues very reasonably that to decide 
to refuse Germany access to raw materials is scarcely the way to 
secure an enduring peace. He sets forth the impossibilities of the 
- “four-decker ’’ discriminatory tariff, and the difficulties of the 
pseudo-free-trade policy of subsidies, exposes the humbug of “key 
industries,’ and even brings himself to examine carefully the 
paragraph in which the Committee declared it “undesirable that 
any industry of real importance to our economic strength should 
be allowed to be weakened by foreign competition.”’ 

In the last chapter he suggests the probability of a free-trade 
Germany. Whatever may be thought about Germany in parti- 
cular, there is a good deal of reason for suspecting that the exulta- 
tion of protectionists in the supposed triumph of their principles 
is likely to be short-lived. Protectionism, so far as it is not the 
result of pure fallacies, is founded on a desire for economic inde- 
pendence. ‘The superlative protectionist is the hermit who 
declines to buy anything from his neighbours, and relies entirely 
on “home industry ’’ for the supply of his needs. A little better 
is the exclusive village or town which tries to do the same. A 
little better still is the modern large “country ’’ inhabited by a 
“nation ’’ (real or pretended) which adopts the same principle. 
The tendency of history has been to enlarge the area to which 
protection is applied, and, in spite of the possible formation of 
some new States, there is every reason to believe that the ultimate 
effect of the war will be the formation of larger units; indeed, the 
protectionist proposals of the moment themselves contemplate the 
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creation of protected areas consisting of the whole British Empire 
and even of the whole of the Allied countries. Now the bigger 
the area the less important is the refusal to buy from outside, till 
at last, when the area is coincident with the surface of the globe, 
its importance sinks to nil. Another thing worth noticing is that 
the fiscal importance of protection is greatly diminished by the 
existence of the enormous national debts which the war, aided by 
the inflation policy of the governments, has hung round the necks 
of the more solvent of the great States—the more solvent, we say, 
because the less solvent will find some way of ridding themselves 
of the burden. To take our own case : when the national expendi- 
ture was less than two hundred millions a year, the five or possibly 
even ten millions which could have been obtained by protective 
duties without causing much discontent seemed to some politicians 
a very handsome addition to the revenue ; now, with expenditure 
of four hundred millions a year for debt and pensions alone, already 
contracted for, and visions of five hundred millions for preparations 
for the next war, and an indefinite amount for providing every- 
one with houses and maintenance for children and everything else 
that man can desire, the ten or twenty millions which might con- 
ceivably (at the present doubled prices) be got out of protective 
duties without unpopularity appear a mere drop in the bucket 
not worth worrying about. And lastly there is the “menace from 
the air.” It does not seem at all likely that movement through 
the air can be kept under such severe control as to enable very 
high duties to be imposed or continued on articles of small bulk. 
Conditions will revert to those of the eighteenth century, when 


protection was either limited or tempered by smuggling. 
EDWIN CANNAN 


(1) Tra le Incognite—Problemi suggerite dalla Guerra. (2) 
Politica—Criteri ed Eventi. By PANTALEONI MAFFEO. (Bari: 
G. Laterza e Figli.) 


In these two volumes Professor Pantaleoni has collected articles 
pubhshed in 1916 in the Giornale degli Economisti, and others 
contributed between July, 1916, and June, 1918, to La Vita 
Italiana. An address given in April, 1916, to a meeting of jour- 
nalists is also included. 

The articles in the Giornale degli Economisti on the economic 
lessons of the war, which are an important contribution to the 
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literature of the subject, have already been noticed in the 
KiCONOMIC JOURNAL in the issues for June and September, 1916. 
The contents of the address mentioned above on “Italian Prob- 
lems after the War,” form a useful supplement to these articles. 
The interest of the papers which appeared in La Vita Italiana is 
mainly political. But the bearings of economic factors on national 
policy are the subject of interesting remarks in papers on German 
and British Imperialism and on the Royal Commission appointed 
by the Italian Government for the study of the problems which 
will demand solution after peace has been declared. 

This is not the place to discuss at any length the author’s 
political views. They are characterised by an ardent love of 
[taly, and by a conviction that the statesmen of all the Allied 
countries, including President Wilson, have quite rightly fashioned 
their policy, and will in future continue to fashion it, with the one 
object of promoting the interests of their own countries, and 
merely use for political ends popular catchwords such as “the 
rights of nationalities.” The heads of the Socialist Party are 
vehemently denounced as traitors to Italy and willing tools of 
Germany. “The Germans and the Austrians,” he says, “are 
still in Italy. But they are to be found in the official Socialist 
Party .. . the heads of the Party are the wreckers of the war.” 
They are roundly charged with direct responsibility for the 
Caporetto disaster. The indignation expressed is extremely 
natural. But there is no use in shutting one’s eyes to the fact 
that, whatever the actual motives of the individuals attacked, 
they have only carried out with ruthless Italian logic the princi- 
ples of the International Proletariat. 

In his address to the editors, Professor Pantaleoni pointed out 
that after the war the Central Empires will commercially be in 
the position of bankrupt companies forced, much to the detriment 
of their solvent competitors, to sell out at prices much below the 
cost of production. The depreciation due to excessive issues of 
paper money will lead to dumping on an enormous scale. Differ- 
ential import duties will not protect the victors. Hven if they 
can pitch them high enough to protect their home markets they 
must run a serious risk of losing their foreign markets. So far as 
Italy is concerned there should be no hesitation in claiming large 
indemnities, which should be spent on harbours, railways, and 
the canalisation of the Po. One of the greatest wants of the 
country is a mercantile navy. Before the war her steamship 
companies were German concerns using the Italian flag. Those 
who argue that owing to the want of coal and iron Italy can 
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never be a great industrial country overlook the example of Switz- 
erland, which is equally poor in minerals. Yet, while its popula- 
tion amounts to one-ninth, its trade is equal to one-half of that 
of Italy. This is due to the education and energy of the people, 
and to the possession of a Government which does not strangle 
industry. 

An interesting table is given in the same address to show that 
in 1916 the economic position of England was relatively favour- 
able, since it was spending on the war an amount only equivalent 
to about two-thirds of its annual income,! while the corresponding 
figures for Germany and France were 72 and 94 per cent. respec- 
tively. France has achieved enormous moral gains, and has the 
first claim to material recompense. 

In the paper on German and British Imperialism, Professor 
Pantaleoni points out how the policies of the two nations have 
been affected by economic considerations. The scale of modern 
industrial undertakings tends ever to become vaster. The number 
of the factors of production is increased and interests become in- 
ternational. The risk of loss by the temporary failure of some 
particular factor, for which the undertaking may be dependent on 
a foreign country, becomes acute. Hence the anxiety to obtain 
security by international agreements, treaties of commerce, cus- 
toms unions, the establishment of spheres of influence, and the 
like. German Imperialism aims at such an extension of territorial 
sovereignty and political hegemony as will effectually safeguard 
German industry. English economic policy has continued to be 
one of free trade, because three-fourths of the commerce of Great 
Britain is with foreign countries and only one-fourth with its 
own Colonies and Dependencies. The abandonment of Free Trade 
and the adoption of Imperial Preference involve grave com- 
mercial loss, and can only be justified on military and _ political 
grounds. 

The two articles on the Italian Royal Commission contain a 
vigorous criticism of Government interference with trade and 
agriculture during the war. Extreme scepticism is expressed as to 
the capacity of a Commission under the influence of a bureau- 
cracy, ignorant of economic science and swayed by political 
motives, to frame any wise economic programme for the difficult 


period which will follow the war. 
J. M. Dovte 


1 Or three-fourths, if loans to Allies are included. Mr. Bonar Law has recently 
stated that, including such loans, our war expenditure in the last 18 months has 
been at the rate of seven millions daily, and that it has been equal to our whole 
estimated annual income valued at pre-war prices.—J. M. D. 
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La Hacienda Espatiola. Los Impuestos. By FRANCISCO BERNIS. 
(Biblioteca de Cultura Moderna y Contemporinea.) (Baree- 
lona : Editorial Minerva. Pp. 360.) 


Ir Aristotle had been conversant with political economy as 
we understand the study, he would probably have regarded it 
as a branch of practical wisdom (¢pévnors), as he has regarded 
political science and economy in his own sense of the terms. He 
would have approved a treatment of the subject which combines 
accurately ascertained particulars with major premisses not very 
abstract, not too remote from human use. Such is the character 
of the reasoning which Professor Bernis employs in this impor- 
tant contribution to the art of political economy. A good example 
of his method is afforded by his discussion of the protective duties 
on imports into Spain (Chap. VII.). In the case of wheat, for 
instance, he first shows that the quantity imported is small 
relatively to the home supply; not 2 per cent. in some years, at 
most not much more than 10 per cent. And yet the import duty 
on that small fraction avails to raise the price of the whole supply. 
‘It is calculated that the Spanish consumer has to pay to the 
home producer of wheat an addition of 200,000,000 pesetas (say 
£8,000,000) per annum in consequence of the protective duty. 
Similar calculations are made with respect to flax products and 
cotton textiles. The protection on these two industries costs the 
consumer annually 225,000,000 pesetas. Again, the import duty 
on bacallao (ling), though fiscal rather than protective, is objee- 
tionable. ‘This conclusion is not deduced from the first principles 
of Free Trade. There is here no trace of the far-fetched reasoning 
by which Adam Smith argues that ‘“‘in the price of leather, for 
example, you must pay not only for the tax on the leather of 
your own shoes, but for a part of that upon those of the shoe- 
maker and the tanner.” The Spanish economist is thinking 
only of the humble family budgets which are aggravated by the 
price of ling. He had previously shown that the average family 
income leaves no margin for overcharges. About three francs a 
day is assigned as the income of an average family of five, a figure 
deduced from the national income, which is less than £240,000,000, 
account also being taken of taxation (p. 124). The author’s tem- 
perance with respect to abstract generalisation is further mani- 
fested by his classifications of imposts. Referring to Professor 
Bastable’s distinction between the “economic” and the “em- 
pirical” or “fiscal”? method of classification, he decidedly prefers 
the latter. His own divisions of the subject are indeed so con- 
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cretely Spanish as to present some difficulty to the English reader. 
But two or three objects of taxation stand out prominently, such 
as unearned income (adquisitiones no profesionales—no ganadas), 
unearned increase of property, inheritances. These categories are 
selected for differential taxation, in pursuance of the author’s 
leading principle, to adapt the burden of taxation to the capacity 
of the taxpayer. No one is more deeply imbued with Mill's 
doctrine as to the adjustment of taxation, “not on grounds ‘of 
arithmetic, but of human wants and feelings.” How widely that 
sentiment prevails in the modern world appears from our author’s 
extensive outlook upon the finances and economic literature of 
other countries. Now he cites Professor Pigou to the effect 
that every cause which, without diminishing the national divi- 
dend, increases the consumption or saving of the poorer classes 
increases the national welfare; now he refers to Pierson’s doc- 
trine of equal sacrifice ; and the examples of modern Greece and 
New Zealand are adduced. But most frequently, and apparently 
with most enthusiasm, the precepts and examples furnished ‘by 
Germany are held up for our admiration. We could wish indeed 
that the style and structure of the treatise had been less affected 
than it seems to have been by German literature. A French 
model would have been better adapted to the difficult task of 
presenting the details of a tax-system to a foreign reader: But 
this gentle stricture applies only to the form of the work, not 
to the content of fact and argument. We have reason to accept 
his facts, having compared samples thereof with the observations 
and statistics which his eminent countryman, Professor Florez de 
Lemus, presented in the Spanish Supplement to the Times (June 
29th, 1914). The rather more general propositions which Pro- 
fessor Bernis employs in his reasoning also command our assent. 
But we ought not to conceal that some of the higher generalisa- 
tions which he has rather professed than used appear to us dis- 
putable. We cannot agree with the principle, which he seems 
to entertain, that protective duties should form the rule, their 
excess only being objectionable (pp. 194, 202). We differ, too, 
altogether from the theory of value which he has countenanced 
in his powerful study on “Karlos Marx” (1912). But these 
vagaries of abstract theory do not affect the practical conclusions. 
The author might perhaps be likened to a distinguished prede- 
cessor, Ustarez, whose judgment on a matter of taxation (the 
effects of the Alcavala) obtained the approval of Adam Smith, 
though his views on customs duties would not be regarded by a 
Ricardian as “sound.” But it would be unjust to the modern 
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professor to rank him with a mercantilist, however eminent. 
Rather our author, by his study of foreign theories and by his 
skill in the art of taxation, recalls Florez Estrada. We may say, 
at least, that he resembles great predecessors in having made a 
valuable contribution to the economic literature of his couniry. 

F. Y. EpcewortH > 


The Danish West Indies under Company Rule (1671-1754). By 
W. WESTERGAARD, Ph.D. (New York: The Macmillan Co. 
1917.) 

ANYONE who is interested in the subject of Colonial develop- 
ment, by means of Chartered Companies, will do well to stud, 
Dr. Westergaard’s learned and interesting volume. ‘The book was 
written before the acquisition of the Danish West Indies by the 
United States; and it is fitting that the first account of these 
islands, based upon contemporary records, should be the work of 
an American-born student, though of Danish extraction. 

The three small islands that formed the Danish West Indies 
were not in themselves of great importance ; but a detailed study 
of their history serves, in Dr. Westergaard’s words, to disclose the 
rise of a fairly typical plantation society and to “show on a small 
scale the sort of thing that took place in West Indian lands in the 
seventeenth and eighteenth centuries on a large scale, such as the 
rise of the sugar industry and the slave trade.” 

Few companies have sterted under more favourable circum- 
stances than the Danish West India Company. It was under .the 
close patronage and favour of the Crown, at a time when the 
Monarchy in Denmark had reached the zenith of absolutism ; but 
it failed to solve the problem of reconciling its own interests with 
those of the planter colonists; and when it was bought out by 
the Crown in 1754 its dissolution was approved by its own mem- 
bers, as well as by the outside community. Still, though “with 
its gaze fixed upon material rather than human interests,” it “had 
too often pursued a selfish policy,” “it had piloted its turbulent 
and heterogeneously composed colonies through a period of eighty- 
four years and handed over to the King a domain the vigour of 
whose population had been attested time and again by their ability 
to protest effectively against alleged violations of their rights.” 
The volume throws fresh light upon the dark picture of the African 
slave trade; and an interesting chapter describes how the Great 
Kilector, by means of the Brandenburg Company at St. Thomas, 
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sought to set up a depot in connection with his West African 
stations. The whole policy proved a financial failure, and received 
its quietus at the hands of the shrewd and stingy Frederick Wil- 
liam I., who was the last person likely to risk money or expense 
on a doubtful venture. 

H. K. Eaerton 


Life According to Jones. By. “ENLIGHTENED SELFISHNESS.” 
(London : Co-operative Printing Society. 1918. Pp. 346. 
Price 6s. net.) 


THE pseudo-anonymous author of Life According to Jones 
puts forward no personal claim to the attention of economists and 
statesmen. Nor need he do so. The freshness and originality 
of mind with which he approaches the commonplaces of life are 
apparent on the first page of his introductory chapter. Moreover, 
Jones “does not care much if the book fails to secure readers 
because he feels that writing it has been its own reward. He 
himself has received both mental and moral benefit by writing 
it.” He describes it as “the results of his meditations during his 
seventy years of life. They are like a series of friendly conversa- 
tions, a kind of confidential outpouring of a simple soul.” 

Althcugh he discusses the psychology of babies and of adoles- 
cents, religion and dogma, guardian angels and immortality, and 
devotes a chapter to “ Maturity, Marriage, and Maternity,” Jones 
nowhere discusses the problem of domestic service. His point 
of view is that of the ninety per cent. of the population who even 
before the war were not waited upon by domestic servants. He 
is, however, no Bolshevik, and gives the remaining tenth their 
due importance in his general survey of life. His method is to 
take a general view of the opinions held by mankind on any 
special subject, from China to Peru, or from the earliest times 
to the present and then to his own. It is not until the last third 
of the book is reached that he seriously discusses politics and 
economics, although several obiter dicta give indications of the 
trend of his thought in the direction of reform. 

It is in the chapter entitled “I and my Neighbour” that Jones 
enunciates the basis of his practical philosophy : “Jones thinks 
that a practical way of doing to your neighbour as you would like 
your neighbour to do to you is to carry out the maxim of ‘ enough.’ 
When any person has enough he should be satisfied. No person 
is entitled to a surfeit, for it brings on disease, which may be 








1919} LIFE ACCORDING TO JONES 87 
physical or mental, according to the character of the surfeit." 
“There is among the well-to-do a generally prevalent dread that 
the people who have not ‘enough’ would abuse or misuse their 
opportunities if steps were taken to give them more. This is 
unconscious egoism and short-sighted selfishness. We overlook 
the fact that in surfeiting ourselves with an excess of pleasure, 
luxuries, power, or idleness we are doing on a grand scale that 
which we are frightened of our poor neighbours doing on a small 
scale, if they had the chance. Give them the chance. Never 
mind if they do abuse it or misuse it. Try to persuade them to 
use and not abuse. If we fail, it is not then a blot on our con- 
sciences, although it may be a blot on theirs.”’ 

This belief in the harm done both to those who have too little 
and to those who have too much by the present system of dis- 
tribution of wealth arouses no bitterness of soul against the 
wealthy, and it is with a mind full of the milk of human kindness 
towards the latter that Jones proposes various drastic methods 
of relieving them of their opportunities of surfeiting. His opti- 
mistic faith that “life is good” enables him to sum up the political 
outlook at the end of 1917 as “not altogether unpromising. There 
is no doubt a strong reactionary element which is aiming at once 
more securing class-domination. But this reactionary section is 
probably too small to do serious mischief, and may perhaps be as 
easily removable as is the scum from the top of a vat of new 
beer. For there seems to be, among a still larger section of the 
most influential classes, a feeling of complete confidence in the 
desire of the democracy to be just and to act wisely. . . . Jones 
shares this confidence in the democracy.” “In reality the wealthy 
and influential classes have little or no fear of the working classes 
acting unjustly. They may sometimes pretend to have this fear ; 
but what a section of them often have is a fear that the masses 
will insist upon the classes ceasing to act unjustly.’’ 

Jones meets the problem of paying off the War Debt by again 
affirming that “enough should be sufficient.” ‘All above that 
standard might well be cumulatively taxed up to a maximum of 
income, which should not be exceeded by anybody until the 
country’s debts have been liquidated. We have no right to be 
luxurious, not to speak of superlative luxury, so long as we are 
in debt, and we are all, as. the lawyer would say, jointly and 
severally liable for these debts up to the full extent of our re- 
sources.” After meditation he takes £500 a year as a sufficient 
income, but his chivalry towards women makes him insist that 
the incomes or earnings of husband and wife should be added 
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and halved, the half being deemed to be the income of the hus- 
band and the other of the wife. A wife being treated as an 
independent person, the family income judged sufficient is £1,000 
a year. 

“Above £500 a year it would be easy to arrange a graduated cumulative 
tax on a basis which would not press unduly on the lesser incomes. For 
example, on all incomes between £500 and £1,000 a super-tax of 2s. in the £ 
on the amount of income above £500 could be imposed. On the £500 
between £1,500 and £2,000 the super-tax could be raised to 4s. in the £, 
then to 6s. for the next £500, and 8s. for the sixth £500, making a total 
income of £3,000 a year. The distinction between earned and unearned 
incomes might justly be continued. This gradation would only increase the 
taxation on £3,000 incomes from 6s. to 8s. in the £. Above £3,000 incomes 
the cumulative tax might be so adjusted on a steadily increasing gradient. 
that no individual should be allowed to have an income of more than £10,000 
a year, which would mean a joint income of £20,000 for a married couple. 
Beyond this, all should go to the State until the National Debt has been 


extinguished.” 


Jones further suggests that as a corollary to the principle o! 
an “enough” income tax, it would be perhaps advisable to re- 
adjust the death duties, the law of entail, etc., so as to prohibit 
anybody receiving property who is already in possession of an 
income of, say, £5,000 a year. He proposes that all unearned 
increment on land or on any other item should be appropriated 
by the nation, as trustees or representatives of the people who 
have collectively created it. “In deciding on the method of 
taking, it is probably wise to adopt that one which will least 
discourage individual exertion and enterprise. For the principal 
drawback to collectivism is its tendency to strangle personal 
initiative and energy. The ideal is to have such a combination 
of stimulus and restraint as will secure the best results from both 
individualistic instincts and collective organisation.” 

In the United Kingdom, where a group of less than 30,000 
people have a total income of more than 220 millions (viz., the 
group of persons with incomes exceeding £3,000), or one-sixth 
of the gross income brought under the review of the Inland 
Revenue Department, it is difficult to believe that any serious 
harm would be suffered by these super-tax-payers if, for some 
twenty-five years or so, their expenditure were limited by taxa- 
tion in the way suggested by Jones. Perhaps at the end of that 
period the super-income receivers might follow the example o! 
the princess in the fairy-tale, who, similarly treated by her fairy 
godmother, until such time as she had learnt to sympathise with 
the sufferings of her subjects, eventually begged never again to 
be submitted to such temptation as wealth afforded. 
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There are few subjects on which Jones does not arrive at 
positive conclusions, but he may fairly claim that on no subject 
is his mind closed to new truth. C. KK. Conner 


Le Gouvernement Général de 1 Algerie (1891-1897). Par Jubes 
CaMBON. (Paris: Tubrairie H. Champion, 1918. Svo. 
448 pp.) 

In 1891 the French Government took in hand the reform of 
Algerian administration. The attempt to govern the colony from 
Paris had not been fortunate. The Senate appointed a Commis- 
sion under Jules Ferry to study the situation. Monsieur Jules 
Cambon was made Governor-General, and discharged his duties 
with great success, until in 1897 he was sent as Ambassador to 
the United States. During his six years in Algeria he was fre- 
quently called upon (though not a Member of Parliament) to reply 
on behalf of the Government to interpellations in the Senate and 
the Chamber, and his speeches have now been collected in this 
volume with a preface by himself. 

It fell to M. Cambon to propose, to exercise, and to defend 
the devolution of larger powers upon the Governor-General and 
the representatives of the local residents. It is a severe ordeal 
to submit again to the public speeches first printed in the Parlia- 
mentary reports of twenty or thirty years ago, especially when 
they are speeches of circumstance. The orations of an Albert 
de Mun or a Jaurés endure the test because, apart from their 
rhetorical excellence, they afford a comprehensive picture of the 
social philosophy of the speakers. A critic of the Government 
who can make an occasion and choose his subject is in a more 
favourable position to round off his discourse than an official who 
is on the defensive and is restricted to the task of replying briefly 
to specific attacks. 

Notwithstanding these drawbacks, the speeches of M. Cambon 
are well worthy of preservation in this collected form. They are 
full of wise and witty things, meriting record in the Pilgrim’s 
Scrip of the young official who is alive to the fact that 
public administration is a matter of science and of organised 
erudition, and not merely of tact, intuition, and routine. They 
are, or might be, of great value from their mere suggestiveness. 
In Matthew Arnold’s dichotomy—the Literature of Knowledge 
and the Literature of Power—these pages fall into the second 
group. They show us a great administrator at work. They fill 
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us with admiration of his zeal, his fulness of knowledge, activity, 
wisdom, and high moral purpose. To the clearness of principle 
which we associate with the French mind is added the quality, 
which we sometimes regard as peculiarly English, of flexibility of 
adaptation in a practical spirit. An interesting comparison might 
be made between the mentality of M. Cambon and that of Lord 
Cromer. Each of them leaves a record of honourable and useful 
service in the delicate and difficult task of the development of the 
north of Africa, and the history of their work is valuable in the 
instruction and inspiration which it affords to those who follow 


them in the career of administration. 
Henry Hiaes 








NOTES AND MEMORANDA 


THE READJUSTMENT OF GERMAN FINANCE BY A CAPITAL LEVY. 
Ee 


Dr. HERKNER’S recent compilation, mentioned among “New 
Books ’’ in the Economic JourNaL for September, 1918,' includes 
two articles which are likely to be of interest to English readers 
as dealing with the project of a capital levy for the discharge of 
debt in Germany. The authors, Prof. Karl Diehl, of Freiburg. 
and Prof. Heinrich Dietzel, of Bonn, deserve attention, not only 
on account of their ability and learning, but also as singularly 
impartial, each of them considering carefully arguments on the 
side opposite to that which he has himself adopted. We regret 
that we have not space for translations of the entire articles. 

We must omit the first sixty-four pages of the eighty-three 
which form Professor Diehl’s article advocating a unique non- 
recurring levy on capital, Die einmalige Vermégensabgabe. We 
may, however, notice in the omitted portion the author’s strong 
conviction that for the Germans to show themselves capable of 
such a sacrifice in order to pay off the national debt would promote 
their credit in international trade. 

The section of which a translation here follows purports to 
consist of views for and against the levy on capital which have 
been expressed during the war. 

Professor Dietzel’s article will appear in a future number of 
the EcoNoMIC JOURNAL. 


Opinions for and against the Levy on Property, as summarised by 
Professor Diehl. 


Ir has happened before that after wars leading to great 
indebtedness proposals have been put forward for a levy on pro- 
perty to be paid once for all. There is thus nothing surprising in 
the reappearance of this device-in connection with the present 

1 Die Neuordnung der deutschen Finanzwirtschaft. (Schriften des Vereins 
fir Sozialpolitik, 156 Band.) Minchen und Leipzig, Duncker and Humblot, 
1918 








92 THE ECONOMIC JOURNAL [MARCH 


world-war, the debts arising out of which leave far behind all that 
has ever been known in the past. Nor can there be any doubt 
that the idea has many more adherents than might appear from 
the relatively few voices which so far have been publicly raised 
in its favour. There are many grounds of expediency on which it 
seems undesirable to come forward with projects of this nature 
before the final decision in the war has been reached. All the 
same, a few noteworthy voices have already been heard, both for 
the project and against it. I confine myself here to expressions 
of opinion proceeding from Germany and Austria, and I deal with 
a number of politicians and representatives of science who have 
declared their views on the subject. 


(a) Partisans of the Levy: Stresemann, Gothein, Bernhard, 
Beusch, Jaffé, Steinberg, Dub. 


The idea of a levy on property was introduced to the genera! 
public and became the subject of animated discussion in connec- 
tion with a quite short utterance on the part of Herr Stresemann. 
a National-Liberal Reichstag deputy. Speaking on January 7th. 
1917, at a session of the National-Liberals in Hanover, he said 
that “drastic levies on property would be necessary, including 
even small properties in their scope, and amounting to from a 
quarter to a third of their value.’’! 

Herr Gothein, a Reichstag deputy and a member of the 
‘“Freisinnige ’’ party, also defended a levy on property in an 
article in the Hilfe of January 25th, 1917. He argues there for 
‘“‘a single, drastic confiscation of property of every kind, leaving 
the smallest properties free and rising by a graduated scale up to 
25 per cent. on the largest properties. Reckoning the total pro- 
perty so accessible at 300 milliards of marks and the average per- 
centage of the levy at 15—which would mean starting the scale 
at properties of 1,000 marks and a rate of 5 per cent.—the amount 
realised would be 45 milliards of marks.’’ Gothein recommends ‘ 
series of mitigations in the enforcement of the levy, especially in 
the case of landed property : “Where the levy falls on landed pro- 
perty and must in part be deferred, a mortgage seems to be called 
for, which, however, ought to rank after other mortgages.’’ The 
technical fiscal difficulties attending such a levy are set out by 
Gothein with great minuteness. His conclusion nevertheless is : 
“Tt needs careful examination to determine whether the difficul- 
ties of assessment involved in an Imperial property tax of this 


1 « Austriahungaricus,”’ Einmalige Vermégensabgabe? Graz and Leipsig, 1917 
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confiscatory nature are so great that the plan must be abandoned. 
[In spite of all the serious objections that may be raised against it, 
I think that the liquidation once for all of the greater part of the 
loss incurred by the German people through the war is preferable 
to the endless nightmare of standing taxation on a_ gigantic 
scale.”’ 

“Georg Bernhard expresses himself with greater reserve and 
scepticism on this “bitterly serious ’’ problem. He takes the view 
that the measure in question is open to so great objections from 
the standpoint of political economy that if at all possible it ought 
to be avoided. The only means of avoiding it, however, would 
be a large war indemnity; failing this, Bernhard, too, holds the 
property levy to be necessary. He estimates accessible private 
property at about 150 milliards, and assumes that the average rate 
of levy would be 30 per cent. The total yield would then be 
15 milliards. ‘The fundamental principle from which the idea of 
a confiscation of property sets out is sound ; it is a matter of reduc- 
ing our national burden in some way or other from about 120 mil- 
liards to 75. The only question is whether the confiscation of 
property is the right mode of procedure. If it were possible to 
raise the amount required in some other way, then for a reason 
worth some attention that other way would be the more advan- 
tageous. If, for example, we succeed in obtaining the sum of 
tO or 45 milhards from somewhere outside the country, our own 
financial strength remains unimpaired. We still have the 44 mil- 
liards to raise, just as much as in the other case. But the sources 
trom which this amount is to be drawn naturally flow much more 
copiously.”” ! 

Paul Beusch entitles his essay “A Great Tithing.’ His pro- 
posal comes to a single levy amounting to a tenth of all property. 
He thinks that in this way a sum of from 36 to 40 milliards would 
be obtained. He points to the provision in the law on war profits 
taxation, according to which tax has to be paid by those who have 
not lost more than 10 per cent. of their property: ‘This is as 
much as to say that every man ought to think himself lucky who 
has not lost more than one-tenth of his property during the war. 
Consciously or unconsciously, the tithe is assumed as the normal 
war loss. Severely as the individual in general may feel such an 
impost, the vital nerve of private economy would not be cut by it, 
special cases apart, so far as properties of 50,000 marks and 
upwards are concerned. For smaller properties lower rates would 


Bernhard, Ariegsentschddigung. “ Plutus,’ January 3rd, 1917, p. 4. 
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come into play.’’! Edgar Jaffé also thinks that the economic 
disadvantages of taxation permanently maintained at an oppres- 
sive level are so great that a capital levy is to be preferred. He 
emphasises the importance of an Imperial Property Office, to be 
entrusted with the valuation and administration of such portions 
of property as could not be handed over to the State in the form 
of cash: “The right procedure would be, not to transfer the 
ownership of such properties to the State, but to allow them to 
remain in the possession of the contributors, managed by them 
for their own account and at their own risk, but burdened, for 
the benefit of the State, with mortgages with high amortisation 
quotas. Naturally, the State would be at liberty to realise these 
mortgages by transference to third parties, so as to acquire the 
means for a large-scale reduction of debt. It is obvious, too, that 
the Imperial Property Office must be entitled, in particular cases, 
to take over properties offered to it in extinction of the levy obliga- 
tions, provided it has an economic interest in so doing. (We may 
instance the development of State ownership in mines, transport 
undertakings, land, and houses, both for purely economic pur- 
poses and in connection with land and housing policy.) The deci- 
sion, however, should in every case depend upon the economic 
and social aims of the State, and not on the wishes of the contri- 
butor.” * 

Julius Steinberg, bank director, of Bonn, also admits the possi- 
bility “that later on a property levy of some magnitude might be 
collected in a single payment, such as would enable us to extin- 
guish at a stroke a considerable part of our Imperial debt.’’ But 
according to his view it is not admissible that this levy should 
even approximate to those dimensions with which over-zealous 
finance cranks have spread uneasiness in the circles of the proper- 
tied : “A sensible Government will never allow itself to screw up 
the direct taxes to such a height as seriously to check that renova- 
tion of capital which is so necessary for our national economy.” 
He estimates that the German national wealth, having regard to 
the depreciation of money, should now be set at about 370 mil- 
liards, and he puts his case thus: “Assume that for the purpose 
of debt-extinction a 10 per cent. property levy were to be raised, 
payable in four yearly instalments ; the whole amount of the first 
four War Loans would by this means be wiped out of existence. 


* Beusch, Hine grosse Zehntung. In ‘Deutsche Arbeit,’ February, 1917, 
p. 62. 

* Jafié, Kriegskostendeckung und Reichsfinanzreform. Archiv fir Sozial- 
wissenschaft und Sozialpolitik, 1917, p. 722. 
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Such a levy would, indeed, create certain difficulties for landed 
property and for capital sunk in industrial enterprises. But the 
four times repeated impost of 24 per cent. on the property yearly 
would only in the rarest cases be intolerable. And if by the end 
of the present year the national debt were to reach 80 milliards, 
then, after that 10 per cent. blood-letting, 45 milliards would still 
remain to be dealt with by interest and sinking fund. The State, 
however, has at its disposal so abundant and so manifold sources 
of revenue that we need not in reality be under any uneasiness as 
to the raising of the sums required.’’ ! 

The idea of a levy on property passed from Germany to Aus- 
tria, and here, too, as Dub tells us, it has been warmly defended 
after initial opposition.” He mentions the tax on capital intro- 
duced in Hungary as early as the spring of 1916—a tax levied 
yearly on circulating capital and equal to } per cent. of its amount, 
roughly equivalent, at present values, to a single exaction of 
10 per cent. Dub, however, doubts whether this provisional rate 
would permanently meet the case of Austria-Hungary. High-scale 
levies on property are mooted, so he tells us, beginning with low 
rates on small capitals, and rising to 20 or 25 per cent., possibly 
. even higher, in the case of the largest millionaire properties : 
“The burden of this levy is to be mitigated by spreading it over a 
series of years. Assuming that 20 per cent. of the capital were 
to be paid in ten yearly instalments, this would amount to a tax 
of 2 per cent. on the capital during the period. This would not 
be an oppressively burdensome impost, because the interest on 
the War Loans, in which so large a part of the newly arisen pro- 
perties has been invested, has increased during the war by about 
2 per cent., and the owner of these investments would hardly 
pay more to the State than the additional income due to the 
increased rate of interest; in fact, he would pay the property tax 
out of his augmented income without loss of capital. But it is 
absolutely necessary, if the property tax is not to create an im- 
pression of gross injustice, that it should not be limited to circu- 
lating capital, but should affect to an equal extent immovable 
property, land, and the dead hand.” ? 


? Steinberg, Deutschlands Kriegslasten und seine wirtschaftlichen Kraft 
quellen. Deutsche Kriegsschriften, vol. XXII., p. 26. 

* Dub, Oecsterreich-Ungarns Volkswirtschaft im Weltkrieg. Sammlung von 
finanz- und volkswirtschaftlichen Zeitfragen, vol. XXXVI., 1917. 

5 Tbtd., p. 73. 
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(b) Opponents of the Single Property levy: Mombert, “ Austria- 
hungaricus,” Heilbrunn, Konietzko, Friedberg. 


The arguments by which Mombert opposes the property levy 
from the standpoint of political economy are particularly im- 
portant, as they comprise a full discussion of the influence of a 
property levy on the formation of new capital. Mombert’s essay 
gives the best exposition of the economic arguments against the 
expedient in question. He has further an objection against the 
time chosen for the application of the levy on property. It would 
be dangerous to raise a levy amounting to milliards “at a time when 
the whole national economy is in unusual need of recuperation, 
when every owner of an enterprise is striving to carry on his opera- 
tions so far as possible as before the war, and is therefore in search 
of the means to procure the necessary raw materials and to com- 
plete and renew his instruments of production, at a time when 
production and consumption are secking to re-establish their 
former equilibrium, and when efforts are being made, precisely in 
the interests of a restored national economy, to build slowly up 
again the old edifice of credit, so much of which has crumbled 
under the war.’’ ! 

The anonymous pamphlet Hinmalige Vermégensabgabe? by 
‘“ Austriahungaricus,” is specially directed against Stresemann. 
The property levy is here said to offend more particularly against 
the principle that taxation ought not to disturb the economic 
process: “It is hardly to be believed that a large-scale levy on 
property could maintain this principle intact, if it be considered 
how many concerns would become bankrupt to-day if they were 
not helped over the war-time by official control, moratoria, and 
other means. None of these concerns could support a large pro- 
perty levy; they would all be involved in a common catastrophe. 
But we will not confine ourselves to the weakest businesses. What 
of a factory, which often enough has very little ready money at its 
command? Surely the manufacturer cannot send his more dis- 
pensable machines to the pawnshop? ‘No, certainly not,’ we 
shall be answered; what he must do is just this: Suppose, for 
example, a 33°3 per cent. levy is raised, he must take out a corre- 
sponding mortgage on his premises. This sounds feasible enough, 
but it has to be remembered that the case would be exceedingly 
frequent, and that there would be an enormous strain on the 
mortgage market. The consequence would be a gigantic rise in 


' Archiv fiir Sozialwissenschaft und Sozialpolitik, vol. XLIII., part iii., 
p. 756. 
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the rate of interest, and the manufacturer would be compelled 
to raise the price of his products very considerably. A new rise of 
prices would thus come about. But are present prices, after the 
increases to which they have already been subjected, capable of 
any considerable addition? In the case of almost all commodities, 
especially the most indispensable necessaries, certainly not.’’? 
This writer also thinks the rate proposed by Stresemann, viz., 
33'3 per cent., too high: “Suppose the last percentage applied ; 
the yield would be 86°7 milliards of marks in Austria-Hungary, 
143°3 milliards in Germany. Now the peace debt of the Double 
Monarchy was 12 milliards of marks, the war debt up to the end 
of 1917 47°2 milliards—in all, 59°2 milliards. The peace debt of 
the German Empire was 21 milliards, the war debt up to the end 
of 1917 74°5 milliards, and the total 95°5 milliards. Thus, at the 
rate proposed by Stresemann, the yield of the levy would both in 
Austria-Hungary and in Germany be nearly double the war debt 
up to the end of 1917, and more than half as much again as the 
total debt at that date.” * 

Heilbrunn is another writer who has raised objections against 
_the levy on property from the point of view of the formation of 
capital. “The field open for direct Imperial taxation can hardly 
yield sums of great magnitude if the resources which should go to 
the formation of new capital are not to be unduly tapped.’’ Heil- 
brunn goes on to investigate the question of whether that impress- 
ment of property for the purpose of debt-extinction which is im- 
perative on political and social grounds could not take a form in 
which it would be free from that economic disadvantage. He 
starts from the assumption that at the end of the war we shall 
have borrowed 100 milliards of marks, and that in addition to 
the interest on this sum the Empire will be called upon to provide 
annually 1°5 milliards for pensions and similar payments. Interest 
and pensions would thus amount to 6°5 milliards of marks yearly, 
in addition to which would come yearly amortisation which he 
sets at 2 per cent. What he proposes, then, is this: that the 
burden of interest-paying should be met by laying upon property 
and the higher incomes the obligation of taking up bonds issued 
by the State, paying no interest, and redeemable at par by definite 
yearly quotas. ‘‘This obligation diminishes every year in propor- 
tion with the extinction of the War Loans. Thus in the eleventh 


1 Pp. 11-13. 2 P. 24-25. 
3 Of. the essay, Anleihen und Steuern, in the morning edition of the Berliner 
Tageblatt for June 2nd and 3rd, 1917. 
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year it would amount to 4 milliards, in the twenty-first to 3; trans- 
lated into terms of property tax, and assuming taxable property at 
200 milliards, it would amount to a tax of 24 per cent. in the first 
year, 2 per cent. in the eleventh, and 14 per cent. in the twenty- 
first. The obligation might be graded, so that the larger proper- 
ties and incomes would take up a higher percentage of bonds.”’ 
Compared’ with the permanent Imperial property tax of 1 per 
cent. proposed in the Economy Committee of the Reichstag, still 
more when compared with the project of a single confiscatory tax 
of 25 or 30 per cent., the above proposal, he contends, seems 
economically quite tolerable ; it would mean that every assessed 
person would have to invest a percentage of his property each 
year (24 the first year), or a corresponding part of his income, in 
a redeemable State obligation bearing no interest. The yearly 
burden on the State would then be 2 milliards towards the extinc- 
tion of the War Loans, 1°5 milliards for pensions, and an amount 
applied to redemption of bonds which might be placed at 0°5 mil- 
liard plus the amount saved on pensions as these ceased to be 
payable ; the total burden would thus come to 4 milliards of marks. 
Taking into consideration that the taxes so far determined on are 
calculated to yield about 1,600 millions apart from the war taxes, 
the residue might be covered by the monopolies which are in 
prospect. The whole plan presents itself as a transference of the 
burden of interest to a compulsory loan bearing no interest and 
acquiring the character of tax payment in virtue of its annual 
incidence. Though this plan has doubtless an advantage over the 
property levy in so far as it avoids the one heavy payment, it 
has the very gréat drawback that it involves a permanent and 
quite considerable burden on the taxpayer. It belongs thus to 
the number of those plans which I have already declared inadmis- 
sible on the ground of involving a permanent oppressive burden. 
It is to be remembered, too, that this 24 per cent. property tax 
is additional to all other taxes, direct and indirect. And though 
it may seem an advantage in this plan that the taxpayer retains 
his property in the form of a claim on the State, the forced loan 
being redeemable, it must not be overlooked that the market value 
of such a security will be very low, not only because of the uncer- 
tain date of redemption, but especially because it bears no interest. 
It is, and remains, a permanent heavy burden on every citizen ; 
for a yearly payment lasting perhaps fifty years is as good as 
permanent. On the other hand, we have once more to emphasise 
the advantage of the property levy in being a payment that is 
made once for all. Heilbrunn’s proposal labours under the dis- 








1919] READJUSTMENT OF GERMAN FINANCE BY CAPITAL LEVY 99 


advantage of imposing on the German citizen a very considerable, 
though yearly decreasing, burden of taxation, fixed beforehand for 
a long term of years, and remaining constant in spite of changes 
in property and income. A definite, relatively high tax is 
assessed, to last for decades. This is in contradiction with the 
principles of rational fiscal policy, which must adapt itself to con- 
tinually changing economic and financial conditions. Such adapta- 
bility is much more attainable in the case of a simple levy, which 
admits of a greater or smaller burden being imposed according to 
the financial position and the economic circumstances of the 
individual. 

Similar objections hold against the plan put forward by 
‘ Konietzko, which I now take under consideration. Konietzko 
mentions a method of deferred payment suggested by another 
writer as applicable to the property levy, conceived somewhat as 
follows : “Having regard to the impossibility of universal imme- 
diate payment in cash, the State should allow time for paymeni. 
where needed, acting much as a lender of the amount due, this 
being fixed by a single assessment to be made in 1918 or 1919. 
The amount itself and the interest on it should be paid off at the 
rate of 6 per cent. in quarterly instalments spread over thirty-six 
years. At first 5 per cent. would represent interest and 1 per 
cent. amortisation, but the latter percentage would gradually rise 
as the interest payable diminished. The State, it is claimed, 
would in this manner obtain the same result as if it received the 
whole amount at once. For the War Loans would be covered 
and the burden of paying interest on them transferred to the tax- 
payer. The amortisation percentage, beginning at 1 and rising 
in accordance with the arithmetic of interest, would be applied 
to the extinction of the War Loans, which would be accomplished 
at the end of thirty-six years.’’1 This plan is opposed by 
Konietzko, and on good grounds. His objection, which agrees 
with my argument against Heilbrunn’s suggestion, is as follows : 
“An impost of this nature, fixed for thirty-six years on the basis 
of a single assessment, would turn topsy-turvy all the principles 
of taxation. Every tax on property and income is mobile. It 
becomes the subject of assessment at regular intervals of relatively 
short duration (three years or one. year), and the taxable capacity 
at the moment is each time taken into account. In the case of an 
impost to be paid without variation of amount during a period 
of thirty-six years, no regard would be had to those displacements 

1 Vermégensbeschlagnahme durch das feich. In the weekly Marz, 
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of property and income which would make themselves particu- 
larly felt in the time of economic storm and stress following upon 
the war. Instances would not be wanting in which persons 
assessed in a particular sum on the basis of their property as 
ascertained in the assessment year would, in the years following, 
lose the whole or a part of their property; others, again, would 
go free in the assessment year for want of property, but would 
acquire property in subsequent years.’’! For his part, Konietzko 
proposes an Imperial property and income tax. The first step, he 
explains, is to calculate the prospective yield of the suggested 
confiscation of property. Taking this amount as basis, an Im- 
perial income tax and supplementary property tax should be insti- 
tuted on a uniform scale, so as to obtain from the taxpayer the 
same contribution as they would make under the scheme of 
deferred payment just considered. Just as, for example, the 
Federal States of the Empire are at present entitled to impose for 
their own benefit additions to the Imperial succession duties, just 
as the communes have superimposed communal income taxes on 
the State income taxes, so in the future both the Federal States 
and the communes should according to their needs raise taxes 
additional to the Imperial scale. The taxpayer would be sub- 
jected to no burden in excess of what would be involved in the 
property levy and its collection by deferred payments. The 
money to be raised by this last-named means would be con- 
tributed in equal amount through the Imperial property and 
income taxes. 

While Konietzko’s objections to the deferred payment scheme 
are well-founded, his own plan labours under the disadvantage of 
involving so great a burden of taxation that a much greater dis- 
turbance of the national economy would result than would be 
occasioned by a single property levy. 

The scheme of a single property levy is very decisively rejected 
by the National-Liberal deputy Friedberg. “Think what it 
means,” says he,” “to mobilise what are for the most part immo- 
bile properties up to one-third of their value. The inevitable con- 
sequence would be forced sales of lands, houses, and factories on 
an enormous scale. Or, as was suggested, ‘let each pay as he 
can’! That is, the State is to be the joint owner of estates and 
houses, the proprietor of shares in businesses! Thus it receives 
from the majority of taxpayers not a single penny of cash at the 


1 Loc. cit., p. 424-424. 
2 Die Abbiirdung von Kriegsschulden. In the semi-monthly Deutsche 
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outset, and it burdens itself with responsibilities and administra- 
tive duties to which it is altogether unequal. An electrical mono- 
poly, against which so great difficulties are alleged, would be a 
much simpler matter! And is it not an absolute absurdity to 
put the bridle on the horse’s tail and choke off at the source the 
reproductive capacity of income which on financial grounds alone 
should be as great as is possible? The result, moreover, must be 
that income, as well as capital, is reduced by a third, and the 
same injury is inflicted as if a 30 to 40 per cent. income tax were 
imposed.’’ Friedberg next raises the question whether the history 
of finance really affords no instance showing how a similarly situ- 
ated nation has proceeded with a view to a speedy restoration of 
normal financial conditions after an exhausting war. And he finds 
such an example, one “well worthy of attention,’’ in the financial 
history of the United States, viz., their manner of extinguishing 
their heavy war-debts after the Civil War. He points particu- 
larly to the main feature of the financial reform then undertaken, 
the general tax on production: “The commercial production of 
every article of consumption was charged with an ad valorem duty 
of from 5 to 6 per cent., payable on removal from the place of 


‘ production. This was indeed a drastic interference with the 


national economy ; but it was called for by the emergency, and 
financially at any rate it was fully efficacious. In the year 1866 
the internal revenue amounted to 310 million dollars, equal to 
1°2 milliard marks, while for interest on the debt only 133 millions 
were required. When in the course of the following years mili- 
tary and naval expenses sank to their normal level, it became 
possible to proceed in the most energetic fashion with the extinc- 
tion of the debt. As early as in 1873, that is, within seven years, 
611 million dollars, nearly a quarter of the whole, had been paid 
off. In 1883, at the end of seventeen years, the debt amounted 
to 1°5 milliards, so that almost a half had been cleared away. At 
this figure, which in the course of the following years was dimin- 
ished to about 1 milliard, the Federal debt might already he 
regarded as normal, when it is remembered that the population 
had now increased to 50} millions and the national wealth to 
43°6 milliard dollars. The chief contribution to this brilliant 
result was made by the taxes introduced in the years 1861—1865. 
Customs and inland taxes yielded no less than 4°3 milliards of 
dollars in the years 1861-1874. The production tax was no doubt 
in the long run so great a drag on the national economy that as 
soon as it had done its duty it was repealed. As early as in 1866 
gradual mitigations began to be conceded. In 1874 it disap- 
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peared.’’! Friedberg proposes that Germany should rid herself 
of a large part of the Imperial war debt in a similar manner. He 
points to the likeness between the production tax and the sales tax 
recently sanctioned by the Reichstag. While, however, the 
American tax was laid on production, the sales tax is attached to 
circulation. Friedberg holds this sales tax “capable of great 
extension.’’ On its present scale the tax promises a yield of 250 
millions, but if this scale were raised to 1 per cent. it might 
produce no less than 2°5 milliards. While the financial history 
of the United States thus provides us with no immediately prac- 
tical model for the solution of the problem of paying interest and 
amortisation on our war debt, it yet sheds a bright light on the 
hitherto dark path which we have to tread.? Are we really to 
follow the path entered on by the United States, and is the pro- 
duction tax, or the sales tax, a suitable means for disburdening’ 
ourselves of the war debt? In order to answer this question it is 
necessary to look a little more closely into the specifically Ameri- 
can financial conditions of that time; it will appear that those 
American conditions and relations can in no wise be compared 
with our German conditions. Certainly all admiration is due to 
the United States for the relatively short time in which they 
extinguished their enormous war debt, but their methods cannot 
be imitated in Germany. The American example cannot be 
recommended for imitation in the form either of a production tax 
or a sales tax. The whole American system of debt-extinction is 
only to be understood in relation to the specifically American 
conditions of the time. 

First, the production taxes placed in the foreground by Fried- 
berg were imposed quite at the beginning of the war and main- 
tained through the whole of its duration. They were thus war 
taxes, and, just because they were war taxes, they were borne 
without murmuring, in spite of their severity, their oppressiveness, 
their clogging effect on the whole national economy. They arose 
out of the need of the time, and could thus be endured in that 
time of need. As indeed Friedberg himself remarks, “‘a system of 
taxation, such as was created by the legislation of the years 
1861-1865, can be regarded as appropriate only to a temporary, 
definite exigency of State.’’ The severity, however, with which 
the taxes were felt appears clearly from contemporary accounts. . 
Having once been introduced, these taxes could be borne even for 
some little time after the war ; but immediately after the war, as 


1 Lee. cit., p. 40. 2 Loc. cit., p. 42. 
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early as in 1866, these inland duties were considerably moderated. 
How heavy and almost intolerable a burden was laid upon the 
American people by this multitude of production taxes of every 
kind is well seen in an account given by a French traveller, C. 
Duyergier de Hauranne, in the Revue de Deux Mondes of August 
15th, 1865." “Already the citizen of the Union pays, directly or 
indirectly, for every hour of the day, for every act of his life, for 
his movable and his immovable property, for his income and for 
his consumption, for transport and pleasure. The stamp burdens 
the smallest contract, the smallest cheque or receipt, down to the 
amount of 20 million dollars.” ? 

Secondly, these production taxes, like all indirect taxes, were 
only a part of a great system of taxation, which also included 
high direct taxes, particularly on property. Large sacrifices were 
demanded from property in its turn, while according to Fried- 
berg’s plan the one tax on consumption, the sales tax, is expected 
to provide 2°5 milliards yearly. In 1861, over and above a high 
land tax, an income tax was introduced, which was revised in 
1864 and again in 1865. By this legislation a tax of 5 per cent. 
was imposed on all incomes below 5,000 dollars, a tax of 10 per 
‘ cent. on incomes above that figure; in 1864 a supplementary 
income tax was imposed to the full amount of the original tax. 
In the Southern States an income tax of as much as from 5 to 
15 per’cent. was imposed, while at the same time there was in 
these States a property tax of 5 per cent. on all movable and 
immovable property. We thus see that the taxes on production 
were by no means the only war taxes; property, too, had heavy 
burdens to bear. Friedberg observes, it is true, that these income 
taxes, compared with the indirect imposts, produced only a small 
yield. Even when doubled by the supplementary tax they brought 
in, he says, only 54 millions. This figure is clearly taken from 
the best source we have, namely, the financial history by Hock, 
which has already been mentioned. Hock gives the amount for 
the end of December, 1865, as 54 million dollars ; but he adds that 
on account of the great delay in assessment, demand, and collec- 
tion, the tax calculated for the previous year and demanded in 
the current year did not for the most part reach the Treasury till 
the following year. Thus the yield of the tax-increases of the 
administrative year 1865 and of the increased income of the year 
1864 made their first appearance in the completed accounts of 


2 Von Hock, Die Finanzen und die Finanzgeschichte der Vereinigten Staaten 
von Amerika. Stuttgart, 1867. 
2 Von Hock, op. cit., p. 191. 
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the year 1866.! It is further to be taken into consideration that 
the taxes named were only taxes of the Union; in addition to 
them there were assessments made by the States, the counties, and 
the communes; there were also voluntary contributions, which 
the citizens could as little escape as the compulsory pay- 
ments.2. Thus in any case we see that property was mulcted 
very severely. 

Thirdly, the most important reason for the impossibility of 
comparing American conditions at the close of the Civil War with 
the German conditions of to-day lies in the fact that despite all 
war stress the years of the war were for America years of unex- 
ampled economic progress. Such progress could be made during 
war-time only in a country endowed like the United States with 
inexhaustible natural resources and attracting like them an 
unceasing flow of immigrants. A few figures, taken from Hock’s 
work, will illustrate this contention. According to the census of 
1860, the national wealth had increased, as compared with the 
census of 1850, by 109°7 per cent. in the seceding States, by 126°6 
per cent. in the loyal States. This great increase of wealth was 
maintained during the war. It was not merely that the Govern- 
ment purchased vast quantities of munitions, provisions, clothing, 
means of transport; the dominating factors were pre-eminently 
the continued exploitation of the western gold mines, the acces- 
sion of new wealth in the form of mercury, iron, coal, petroleum, 
the profitable employment of flax and wool as substitutes for the 
cotton of the South : “Hence a vigorous, lucrative activity spread 
even into circles not immediately affected by State calls. In face 
of this activity and its fruits the burden of newly-imposed taxation 
disappeared. What was 6 per cent. on the price of goods when 
the buyer paid tax and price together without a complaint ; what 
was 5 per cent. on an income when this income had reached an 
unhoped-for magnitude?” It is from the days of the Civil 
War that we date the first profits from the production of iron, 
copper, coal, and petroleum, together with the great extension of 
the railway system: “The production of pig-iron increased 
between 1860 and 1864 from 884,000 to 1,138,000 tons, that of 
forged and rolled iron as much as from 406,000 to 852,000 tons. 
In 1859 Chicago sent eastwards 17 million bushels of grain; in 
1863, 55 millions. The consignments of meat and lard were in 
1863 ten times what they had been in 1859. From Buffalo, in 
1860, there went eastwards 37 million bushels of grain and 44 mil- 


1 Von Hock, op. cit., p. 303. 2 Ibid., p. 191. 3 Ibid., p. 470. 
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lion lb. of meat, tallow, and bacon ; in 1863 the figures were 65 and 
149 millions respectively.” } 

Thus while these American taxes were in a manner endurable 
as war taxes and under the specifically American conditions of the 
time, similar taxation would be quite intolerable in peace time and 
under German conditions after the war. It would mean that after 
practically dispensing with war taxes during the war and financ- 
ing war expenditure by means of loans, Germany would be after 
the war paying off the loans and meeting interest on them mainly 
by a tax pressing with great severity on trade and commerce. The 
sales tax, which we are advised to take as a basis, is a measure 
open to serious objection on the financial-political side, though it 
may be justified as an emergency tax, especially at the low rate 
of 1 per mille fixed for it by the German law. If it were multi- 
plied tenfold, all the objections against this tax would begin to be 
felt severely. Let it be observed that it is a tax which adds to 
the gross amount represented by the circulation of commodities. 
It is a tax which, especially at the rate of 1 per cent., would cer- 
tainly be shifted on to the consumer, and one which would 
increase the price of commodities to an extraordinary degree, 
‘since it may be assumed that goods often change hands four or 
five times. This proposal of Friedberg’s would simply mean the 
transference of a large part of the burden of debt to the con- 
sumer, leaving property to a great extent free. On this ground 
we shall hardly be able to adopt a scheme of this nature, one 
which certainly does not fit into the framework of a financial 


reform on large lines. 


EXTRACTS FROM FOREIGN PERIODICALS RELATING TO AFTER-WAR 
PROBLEMS. 


THE Prussian Minister of Finance, Hugo Simon, as reported 
by the Deutsche Allgemeine Zeitung (November 24th), announced 
that a Commission had been appointed to inquire into plans of 
nationalisation. It would discover what undertakings were ripe 
for nationalisation, and put suitable plans before the Government, 
which would investigate them and probably adopt them. No 
branch of industry would be nationalised before the Commission 
had been heard. The first requirement was the uninterrupted con- 
tinuation of production. The Government regarded any diminu- 
tion of production and the capacity for production as a crime, and 


1 Von Hock, op. cit., p. 612. 
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every effort must be made to avoid placing any obstacles in their 
way. 

The Minister went on to say that the proper offices had not 
yet gone into the details of nationalising industries. His own 
personal view was that only those concerns would be affected 
which were ready for the change. The form which nationalisation 
would take was not certain. It might be that the State would 
secure the ownership of an undertaking and entrust the working 
of it to a director, or possibly certain syndicates would be formed 
which would be subject to State supervision. The manufacture 
of arms should be nationalised, and the electrical industry. Great 
attention would be paid to obtaining power for the benefit of the 
country. The monopolistic products—coal, potash, etc.—must in 
all circumstances belong to the community. There must be a 
reform of the distribution of the land and of industries, such as 
cement and tile industries, which affected the building market: 
Certain forms of wholesale trade might be made valuable to the 
community. The process will be the easiest where, as in the 
chemical industry, a State monopoly can replace a private mono- 
poly. Only such undertakings as guaranteed a profit could be 
the objects of nationalisation, for no experiments in such a direc- 
tion could be permitted. An accompanying feature of this taking 
over by the Government will be a reduction of the large salaries 
payable to the head officials in favour of better wages all round 
to the minor officials and clerks and to the workmen. There was 
no idea of confiscation contained in the nationalisation proposal. 
The ruthless policy of violence in Russia had checked economic 
progress and forced countless factories to close. 

The reservations made by the Prussian Minister do not reassure 
M. Raffalovich, who, in L’Economiste Francais (December 21st, 
1918), presents a lurid picture of Socialistic Germany—general 
confusion and distress, ruin of banks, including savings banks, 
seizure of factories, regulation of work resulting in an 
immense diminution of product, restriction of individual liberty. 
In confirmation of this pessimistic statement he cites the decline 
in the value of German securities. An index-number, composed of 
twenty-four of the most sensitive prices (les plus vivants de la cote), 
had fallen from 278 in December, 1917, to 174 in November, 
1918. This, notwithstanding the fall in the value of money, 
consequent on the increase of paper money—from about 18,000,000 
marks at the beginning of 1918 to near 28,000,000 in November. 

Returning to the subject in L’Economiste Francais, February 
Ist, 1919, M. Raffalovich gives the substance of a recent utter- 
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ance by Professor L. Brentano full of warnings against the 
dangers of Socialism—the evils of favouritism, the inability of 
bureaucrats to act as entrepreneurs, the interference with foreign 
trade. Germany, says Professor Brentano, has been too much 
impoverished by the war to afford the luxury of Socialistic 
experiments. 

That sort of experiment is a ghastly failure in Russia, as 
described by M. Raffalovich in L’Economiste for January 18th, 
1919. The Collectivist Government is incapable of organising 
the market or regulating the output. The breakdown of trans- 
portation has destroyed the communication between markets. 
At a distance of ten kilometres the price of the same article 
varies by 400 per cent. The nationalisation of industry is a 
failure. Seven factories sold, for just 3,000,000 roubles, goods of 
which the cost of production was nearly 4,000,000. An official 
of the Soviet estimates that the receipts of the State are from a 
third to a half of the cost of production. Yet as money is con- 
tinually depreciating, the receipts must have been valued in a 
more inflated currency than the factors of production. 

Der Welthandel, December 13th, 1918, presents an equally 
gloomy picture of Russia under the Bolsheviks. All industrial 
concerns throughout Russia are at a standstill ; there are no manu- 
factures and no production. All stocks of food are being con- 
sumed ; everything is being hoarded or destroyed. The working 
classes will suffer most in the end. It is true that attempts have 
been made to make the working classes contented by raising their 
wages, a scheme which had, of course, at first the desired effect, 
and the new Government, by the ceaseless printing of paper 
money, could afford to be generous. None the less, misery soon 
made its appearance. Since practically nothing was being pro- 
duced, the prices of food, clothing, etc., soon rose to fabulous 
heights, so that even the most ignorant worker has realised by 
this time that a wage of between 50 and 80 roubles is of little 
value when he can buy nothing with it; or if there is anything 
to be found he has to pay the most ludicrous price for it—for 
example, in Petrograd 1 lb. of bread cost 80 roubles. As a rule, 
however, there is nothing to be got, since the peasants refuse to 
accept the worthless paper money of the Bolshevist Government. 
They will only deliver their agricultural produce in return for 
goods—e.g., clothes, boots, agricultural implements, arms, etc. 
All trade has become entirely an exchange of commodities. But 
since industrial articles of exchange are for the most part lacking, 
the Workmen’s Councils are sending “commandeering detach- 
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ments” into the country to take their produce from the peasants 
by force. That such proceedings usually end in bloodshed is easy 
to understand. 

An after-war problem which is receiving much attention in 
Italy is presented by the magnitude of the war debt. The burden 
is greater in Italy than in other countries, regard being had to 
the national income. For instance, according to a writer in the 
Corriere della Sera (December 12th), the interest (on the new 
war debts) payable in Italy is about half what it is for the United 
Kingdom ; while the Italian national income is only a fourth of 
our national income. The writer continues to the following 
effect :— 

It is no use looking to indemnities from our enemies to 
solve the problem. The most logical plan is to pool the debts of 
the Allied countries; to issue a single public debt stock, which 
shall be international and guaranteed by all the Allied nations. 
The payment of interest should be apportioned according to the 
population of each country and their taxable capacity. It is 
certain that this international stock would be eagerly bought by 
all investors in Allied countries, and even in neutral countries. 
The security would be so high that it could be issued, not at 
6 per cent., as in France and Italy, or at 5 per cent., as in England 
and the U.S.A., but at 4 per cent. Holders of national war loan 
stocks would be quite happy to exchange their holdings for inter- 
national loan stock, payable in gold at all the principal banking 
centres of the civilised world. This alone would be a great 
advantage, but the principal advantage to Italy and France would 
be the fact of the adoption by the Allies of this principle of justice, 
that each country should pay according to its means, that there 
should not be a frenzied struggle and exhaustion of strength, but, 
rather, that the peace work of to-morrow should be taken up 
without the slightest disturbance and under the most favourable 
circumstances in those countries which have suffered most through 
the war. Many months must elapse before Italy and France can 
turn from the work of war to the work of peace, and during that 
time Allied countries will be able to monopolise international 
trade. This must also be taken into consideration if justice is 
to be done. 

Professor Luigi Einaudi, writing in the same journal (Decem- 
ber 20th), lends his high authority to the proposal that the loans 
incurred for war expenditure should be unified. Britain first 
and then the United States, he says, have made large loans to 
their Allies. By consolidating all the loans, they would increase 
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the value of some of them and would save others, made to weaker 
countries, which would become well secured by distributing the 
burden according to the means of the various nations. The 
public debt, the security of which is one of the essential condi- 
tions of economic life, should be placed under the universal 
guarantee of all the States. 

Another expedient for alleviating the burden of debt, a levy on 
capital, is discussed by Professor Corrado Gini in the Economic 
Supplement to the Roman journal, JJ Tempo (February 3rd, 1919). 
His discussion of this project is one of the fullest and most im- 
partial with which we are acquainted. We regret that on account 
of its length, exceeding that of our longest articles, it is not 
practicable to reproduce this important study in its entirety. 
Much space would be required in order to do justice to the fresh 
considerations which Professor Gini has adduced; with respect 
to the probability of the impost being evaded, with respect to 
the prejudicial effect which it might have on the relative values 
of securities, and at other points. Not only does he put additional 
weights in each of the scales, but he also balances the familiar 
arguments with a new care. He justly observes that the same 
argument may have a different weight in different countries. Thus 
the circumstance that with the progress of wealth—the increase 
of population with no decrease in average wealth—the service 
of a national debt becomes less onerous makes against a capital 
levy more in England than in France. In favour of the levy in 
Italy is the circumstance that much of her war-debt is foreign. 
For by paying off a foreign debt while prices are high the debtor 
country gains at the expense of her foreign creditor. But in 
the case of an internal loan, one class of citizens gains at the 
expense of another, not the country in globo. On other grounds, 
however, Professor Gini finds the project of a capital levy in- 
applicable to his own country. He looks rather for some expedient 
suggested by the solidarity of the Allies; presumably one of the 
kind above-mentioned, as recommended by Italian economists. 


OFFICIAL REPORTS 
Report of the Gold Production Committee. 


THis Committee was appointed by the Treasury on September 
27th, 1918, to “consider and report upon the effect of the war 
upon the gold production of the British Empire, with reference 
more particularly to the treatment of low-grade ores, and how 
far it may be of importance to national interests to secure the 
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continuance of the treatment of such ores, and generally how 
to stimulate the production of gold.” 

The Committee reported on November 29th, 1918, and the 
following are their main conclusions :— 

1. Taking the war period as a whole the production of gold 
in the Empire exceeded the production during the corresponding 
period immediately preceding it. 

2. But there was a decline in production in 1917 as compared 
with 1916 in South and West Africa, Australia, Canada, and 
India, and a still greater decline was anticipated for the year 1918. 

3. The decline in production in the Transvaal in the years 
1917 and 1918 was due to a combination of shortage of explosives 
and shortage of labour, the shortage of labour not being caused 
to any large extent by the war. 

4, The decline in Australia in the same years was normal and 
due in the main to natural causes, though it was accelerated by 
the increase of costs and decrease in efficiency of labour caused 
by the war. 

5. The treatment of low-grade ore in the Transvaal was not 
to any determinable extent reduced by the war. 

6. The continuance of the working of low-grade mines which 
are unable to work at a profit to themselves is not a matter of 
great importance to national interests. 

7. A bounty or subsidy for the purpose of stimulating the gold 
output of the Empire cannot be recommended. Gold being the 
standard of value, no more can properly be paid for it than its 
value in currency. 

The first six of these conclusions are relatively unimportant, 
and the seventh, as will be shown later, begs the really essen- 
tial point. 

The first six conclusions are unimportant because, even if it 
could have been definitely established that the decrease in output 
during the war was due to an increase in costs caused by the 
war, the gold producers would have had no case for a bounty or 
subsidy unless they could have established also two further points, 
namely, that there was a premium on gold in terms of currency 
during the war and that they were prevented from securing it. 

With regard to these two points, the Committee say: “It is 
apparently widely thought that the gold producer has been com- 
pelled to deliver the whole of his products to the Government 
and that he has suffered by the issue of currency notes. It seems 
to us that, had not the Bank of England been willing to take his 
products, he would have been unable to market them at all during 
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the war or at most only to a very limited extent, and we have 
ascertained that, so far from it being the case that any pressure 
was exercised upon him by the Government, he accepted readily 
an arrangement under which the Bank of England agreed to take 
the whole of his products. Further, the Bank took delivery of 
his products in South Africa at the standard price less an agreed 
charge for freight, insurance, and refining, and other charges 
ordinarily borne by him, the agreed charges of 25s. per cent. 
being much less than the charges he would otherwise have had 
to pay. The insurance alone would in 1917-18 have amounted 
to 5 guineas per cent. On deposit of the gold in South Africa 
he obtained an advance in London of 98% per cent. of the value, 
thus gaining at least three weeks’ interest. It is calculated that 
he saved by the arrangement some #d. per oz., a real benefit to 
him, not in the least affected by the fact that the Bank were 
able to secure it for him, in view of the official arrangements 
which they were in a position to make, without themselves in- 
curring any additional expenditure in procuring the gold. Lastly, 
it was open to him at any time to cancel the arrangement.” 

The argument here evades both the essential questions : Was 
‘ there a premium on gold in terms of British currency during 
the war? It is possible to say no, in so far as it was illegal to 
sell gold at a premium. But that is not an adequate answer. 
The producer can justly reply that, if the gold market had been 
free, gold might have been at a premium. The Currency Com- 
mittee which reported last year hinted very definitely that there 
would have been. Moreover, the gold producer can point to the 
fact that several countries, such as Spain, were buyers of gold 
during the war at parity prices in terms of their currencies, and 
that their currencies were at times selling at 10, 20, or even 
30 per cent. premium in terms of sterling paper. Thus, even 
“if insurance costs were taken into account, there was an actual 
market premium on gold in terms of British currency which the 
producers could have obtained indirectly by selling their gold to 
other countries. But the producers were prevented from ob- 
taining this premium because they were prohibited from exporting 
their gold to the countries which were willing to pay the premium 
for it. 

It is thus clear that the gold producers could have established 
both these additional points. There was a premium on gold 
in terms of British currency, and they were prevented from 
obtaining it. Under similar conditions, during the war, in other 
countries, the premium on gold was admitted by the Govern- 








112 THE ECONOMIC JOURNAL [MARCH 


ment, and those with gold to sell were paid a premium for it. 
The answer that the Gold Production Committee should have 
given to the producers is that it was considered inexpedient to 
admit the depreciation of sterling paper in terms of gold. To 
secure this object it was necessary to fix a maximum internal 
price for gold and to prevent the export of it on private account. 
There was nothing unusual about this course as a war measure. 
Similar action was taken in the case of many other commodities 
at the expense of the producers. The Committee have tried to 
defend the policy of the Government from the standpoint of 
justice, and they have failed. If they had argued from the stand- 
point of expediency, they might have made a good case. 
aE. 2 


OBITUARY.—SIR INGLIS PALGRAVE. 


By the death of Sir Robert Harry Inglis Palgrave, which 
occurred on January 25th, after a brief illness, there has passed 
from our midst a great authority both in practical banking and 
in finance and economics. It has indeed been given to few men 
who have devoted their energies to economic studies to make 
more extensive contributions to economic literature, for the life 
of Sir Inglis Palgrave was lengthy as expressed in actual years 
—he was within a few months of his ninety-second birthday— 
while his untiring industry and his magnificent constitution, 
which permitted him to continue his labours ap to within a 
few weeks of his death, meant that little snort of seventy 
years were spent in the study botiu of practical business affairs 
and of economic literature, while a great part of those years 
was actually devoted to writings upon the science to which he 
was devoted. While, therefore, it is impossible to epitomise in 
a brief biographical sketch any adequate description of so unique 
a career, it is only fitting to place on record in THE ECONOMIC 
JOURNAL some of the salient features both of the career and 
character of one whose name has for so long been a household 
word to students of finance arid economics. 

In some degree, doubtless, Sir Inglis Palgrave’s rare mental 
gifts were those of inheritance, for both his parents were gifted 
people, while his three brothers achieved distinction, one of them 
—Sir Reginald Palgrave—being for many years Clerk of the House 
of Commons. Sir Inglis was born in 1827 and was the third son 
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of the late Sir Francis Palgrave, K.H., Deputy Keeper of H.M. 
Public Records and also historian of the “Rise and Progress of 
the English Commonwealth,” a new edition of which, edited by 
Sir Inglis in his latest years, will soon be available. His mother, 
Lady Palgrave, was the second daughter of the late Dawson 
Turner, F.R.S., F.S.A., etc., of Great Yarmouth, who in his 
day achieved distinction both as a banker and as a man of science, 
and although Palgrave’s parents do not appear to have been 
wealthy, they mixed in the best literary society of their day, 
Lord Macaulay, Mr. Hallam, and many others being close per- 
sonal friends. Sir Inglis himself was educated at the Charter- 
house and commenced his business career at the early age of 
sixteen in the banking house of Messrs. Gurney and Co., of 
Great Yarmouth. Thus it will be seen that in the world of 
economists Palgrave falls into the ranks of those who, like Bage- 
hot, have given consideration to what may be termed the science 
of business, rather than into those of distinguished economists 
whose training has been mainly that of the University. 

At a very early age, however, Palgrave’s attention seems to 
have gravitated towards political economy, for Adam Smith’s 
“Wealth of Nations,” given to him when quite a boy by his 
father, remained amongst his most treasured possessions through- 
out his life. Indeed, there is little doubt that the early reading 
of this book had much to do with the direction of his mental 
energies in a certain path, just as later his actual writing on 
economic subjects was stimulated by the fact that in 1870 he 
was awarded, by the Statistical Society of London, the prize for 
an essay sent in ix »pen.competition, the subject being the “‘ Local 
Taxation of Great ‘writain and.Ireland.” The studious and serious 
bent of Palgrave’s mind a. a very early age is shown, not only 
by the kind of books which formed his favourite companions, 
but by the general trend of his ambitions. It is not often, for 
example, that we find a boy of twelve including among his day- 
dreams that of becoming one day a Fellow of the Royal Society. 
But so it was with Palgrave, and the dream was realised in 1882, 
when he was elected a Fellow of that Society, a distinction seldom 
conferred outside the circle of actual authorities on physical 
science. It is fairly evident, too, that the winning of the prize 
awarded by the Society to his essay, to which I have just referred, 
was an event which, small perhaps in itself, gave to the recipient 
not only encouragement, but confidence in his powers of turning 
his business experience and his economic studies into actual 
authorship on those matters, for from 1870 onwards his literary 
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activities may be said to have equalled those displayed in his 
career as a banker. Two years later he published his “Notes on 
Banking in Great Britain and Ireland, Sweden, Denmark, and 
Hamburg,” while a year later still followed his “Analysis of the 
Transactions of the Bank of England for the years 1844 to 1872.” 
About this period also he contributed a great deal to the 
Economist, and between the years 1877 and 1883 he actually 
edited that journal, in addition to carrying on his duties at the 
bank at Yarmouth with which he was connected. It is not 
surprising, however, that the strain was too great even for his 
vigorous constitution, and he ultimately resigned the editor- 
ship of the Economist, without, however, in any way slacken- 
ing his energies in the direction of economic research. In 
1903 he contributed a useful work entitled “Bank Rate and 
the Money Market in England, France, Germany, Holland, 
and Belgium,” while some years earlier, namely, in 1894, 
he commenced what was destined to be his greatest contribution 
to economic literature in the shape of a “Dictionary of Political 
Economy.” At the outset Palgrave had hoped that this work 
would occupy some four years, but in reality it occupied about 
fourteen, the final appendix being published as recently as 
1908. Even if Sir Inglis Palgrave had written no other work, 
he would have been long remembered by students of that science, 
for, consisting as it does of a concise definition and description 
by leading experts of practically every subject coming under the 
head of economic science, arranged in dictionary form, the work 
has been valuable to the economic student, while it takes high 
rank amongst economic books of reference. Its publication may 
indeed be said to have marked the climax of Palgrave’s career 
as an economic writer, for by the time of the publication of the 
final volume he was an octogenarian. Unquestionably the work 
set the seal on a long life of service to the cause of economics, 
and shortly after its publication in the year 1909 he received 
the honour of knighthood in this country, though it is interesting 
to note that as far back as 1873 he was made a Knight of the 
Order of Wasa of Sweden in connection with the publication of 
his “Notes on Banking,” to which reference has been already 
made. 

In addition to other literary work, mention must be made of 
Sir Inglis Palgrave’s long association with the Bankers’ Maga- 
zine, of which many years ago he was editor for a brief period, 
while he contributed to that journal down to the last week of his 
life. His editorship of the Banking Almanack, which was of 
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long standing, was also maintained to the last, and, indeed, while 
bodily strength failed in his closing years, his mental vigour was 
great up to the time of his last illness. And just as his activities 
as a Student and writer were continued throughout his life, so his 
actual connection with banking was also maintained. When a 
comparatively young man he had steadily advanced in position in 
the bank of Gurneys, of which he subsequently became a partner, 
marrying in 1859 a daughter of Mr. George Brightwen, who 
was related to the Gurney family. 

Reference has already been made to the honour bestowed upon 
Sir Inglis by the Royal Society by election to its Fellowship in 
1882, and mention may be made of other occasions on which Pal- 
grave’s abilities brought him into prominence. In 1875 he was one 
of the three representatives of the English issuing country bankers, 
chosen to give evidence on their behalf before a Select Committee 
of the House of Commons on Banks of Issue. And again, in 
1885, he had the distinction of being appointed one of Her 
Majesty’s Commission on Depression of T'rade and Industry. 
In addition to these more public services, his local activities in the 
district of Great Yarmouth, where he resided for the greater part 
of his life, were such as to make his influence, not merely in all 
philanthropic, but in social and even in business efforts, quite 
remarkable. It was, indeed, in recognition of such services that 
in 1910 he received the honorary freedom of Great Yarmouth. 

Any attempt to sum up the precise value of Palgrave’s con- 
tributions to economic literature must necessarily take count of 
these many-sided activities I have briefly enumerated, because 
they go far to a correct appreciation of the character of those 
contributions. If shortcomings are to be found in the sense of 
his having dealt less than other writers with the postulates of 
political economy, it is probably because, like Bagehot, he 
approached the whole subject from the practical, rather than from 
the university or scientific, standpoint. For an examination of 
the fundamentals of political economy, it is to other writers 
that the student will still have to turn rather than to Palgrave ; 
but for what may be described as the human aspect of 
economics and its vital relation to business affairs, no better 
guide than the writings of the deceased economist can be 
found. Indeed, many of his books might more fairly be 
described as a classification of business statistics than works of 
political economy. And even his great ‘Dictionary of Political 
Economy” may be regarded as the conception of a practical 
banker devoted to the science of political economy, but anxious 
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to make the subject of live use and value, not merely to the 
student, but to the banker, barrister, journalist, and the man of 
affairs. In brief, Palgrave, like Bagehot, was one of those in- 
valuable links between the world of active business and of the 
science which, unperceived by the masses, nevertheless exercises 
its inexorable laws over all financial and business affairs. More- 
over, if Palgrave wrote few books on the science of political 
economy itself, he was sufficiently imbued with its teaching to 
bring it to bear upon every practical subject upon which he wrote 
or spoke. 

Sir Inglis Palgrave has so recently left us, and his high and 
genial character was so intimately known and appreciated by 
a wide circle, that it seems unnecessary, almost to the verge of 
impertinence, to emphasise such points as the kindliness and 
humble-mindedness of his nature and his intense sympathy with 
every development affecting his day and generation. Indeed, it 
is less than two years ago since the affection and esteem in which 
he was held was eloquently expressed in a letter sent to him on 
his ninetieth birthday, signed by leading bankers and economists, 
congratulating him upon his years of fruitful labour and assuring 
him of the affection in which he was held. Of his chivalrous 
courtesy to younger and less-gifted contributors, the writer of 
this article could say much; but it is impossible not to mention 
one aspect of his character which explains so much of the motive 
power behind his writings. I refer to his high conception of 
work and his untiring industry. Neither pecuniary reward nor 
the applause of the community moved him to effort, but the idea 
of work well done—of work likely to affect those of his own 
generation and those who come after him, was a source of inspira- 
tion which never failed down to the days when mental vigour 
had outlasted physical strength. 

A brief reference to Sir Inglis Palgrave’s general methods of 
work and to some personal characteristics related to his labours 
may fitly close this brief and very imperfect appreciation of our 
friend. 

“Two of his most striking characteristics,’ 


secretary, 


writes his valued 


‘‘in connection with his work were his unremitting industry and his 
scrupulous honesty and exactness with regard to all statements made by 
himself or for which he was in any way responsible, and also with regard 
to understanding every detail of what he read. His constant employment 
continued right up to the last days of his life. He still worked the greater 
part of the day, and when he put his work aside it was to read books 
that required a considerable amount of mental effort. His greatest recrea- 
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tion was reading poetry. Few Sundays passed without his reading some 
part of Dante. Dante’s ‘‘ Purgatorio’? was one of the last books he 
read, on the Tuesday before he died. 

‘‘ His room where he worked was very characteristic. The writing- 
table‘in the middle of the room, where ke could get the best light, was 
covered with papers, pamphlets, etc. The walls on nearly two sides lined 
with books on economics, finance, etc., a small bookcase containing 
miscellaneous books of which various editions of Dante formed a large 
part—a long, low bookcase contained many volumes of poetry and essays. 
Another bookcase called the ‘‘ Island ’’ was full of books of prints from 
the Italian masters—or of architecture—and volumes of bound letters 
written by his parents during journeys on the Continent, some of them 
illustrated by beautiful water-colour sketches by his mother, Lady Palgrave. 
Over the mantlepiece there are some 25 excellent specimens of etchings 
by Rembrandt and Durer, bought with the proceeds of articles written 
for the Quarterly Review, and other periodicals, or given him by his 
brothers. Opposite to him hung Richmond's portrait of his father, some 
very early examples of wood engraving, and some delicately tinted wedg- 
wood medallions; on the low bookcase were some attractive pieces of china. 
Among these varied surroundings a life of work was carried on such as 
few people can equal. Some who knew him and the room well said: 
‘There was such an atmosphere of work in the room.’ ”’ 


And, indeed, it might truly be said that the sanctity of work 
_ was never more vividly recognised than it was by Sir Inglis 


Palgrave. 
ARTHUR W. Kippy 





CURRENT Topics 


“How much can Germany pay?” This question has been dis- 
cussed by Mr. Faithfull Begg in a temperate address to the 
London Chamber of Commerce (January 14th). His answer was 
far removed from either of the extremes which have been sug- 
gested ; on the one hand £38,000,000,000, and on the other hand 
the indemnity exacted by Germany from France, £200,000,000. 
Mr. Begg classified the claims of the Allies under three heads; 
first, restitution pure and simple; second, such an amount as 
could be secured by a definite hypothecation of German revenues ; 
and, third, a remainder described as “offset.” The first class 
comprised cash and other property requisitioned by Germany 
during her occupation of invaded countries, ships corresponding 
to those which had been sunk, and other species of “restitution in 
kind.” Secondly, he proposed that an International Commission 
should be charged with receipt of royalties and other sums for the 
service of bonds bearing interest at 3} per cent., with a sinking 
fund of 4 per cent. The bonds were to be extinguished in sixty 
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years. Such an issue, he thought, would be useful as an 
international regulator of exchange, as the bonds would 
pass freely from one country to another. Surveying the 
resources of Germany, her production of coal, iron, potash, 
together with other relevant circumstances—her pre-war imports 
and exports, her Budget of 1914—he estimated that the revenue 
available for the service of indemnity bonds would amount to 
some £128,000,000 in pre-war currency, and therefore at double 
that sum in present price. He thus estimated £6,500,000,000 
as the amount of indemnity bonds which could be called. In the 
third category a principal item consisted of Germany’s foreign 
investments, estimated at £1,250,000,000. He deprecated the 
attempt to ruin Germany ; in order to pay off her debt she must 
have facilities for manufacturing and oversea trade. Much less 
moderate demands were made by some of the speakers at the 
meeting. 


AMONG recent pronouncements on the occasion of company 
meetings, particularly noticeable is Sir Edward Holden’s address 
to the London City and Midland Bank (January 29th). He first 
describes the financial position of leading belligerents instruc- 
tively. He estimates the debt on which we shall have to pay 
interest and sinking fund (in the absence of relief) at 
£6,400,000,000 approximately. The corresponding figure for 
Germany is £8,300,000,000. Sir Edward dwells on the increase 
of Reichsbank notes (now above a thousand million sterling) pari 
passu with the increase of Treasury Bills. The issue of notes 
against Treasury Bills is, he observes, wrong in principle, because 
it is not certain that the Bills will be paid off when they mature. 
After a lucid description of the Federal Reserve system in the 
United States, Sir Edward refers to the recent report of the 
Currency Committee, and traverses their defence of the 1844 
Bank Act. He apprehends, as a consequence of their teaching, 
an undue restriction of that accommodation from banks which 
industry now urgently requires. He seems to think that the 
extension of currency during the war was defensible. ‘“‘ Whatever 
the effect of prices may have been, an increased issue of currency 
has been absolutely necessary under the conditions which have 
prevailed during the war.” Sir Edward renews his contention 
that the position of the Bank would be more secure, the ratio 
of its gold to its liabilities larger, if the two departments were 
separated. The frequent changes in the bank rate consequent 
on the Act of 1844—much more frequent than the corresponding 
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changes in the French and German systems—have proved detri- 
mental to our industrial community. 





» 

THE Italian branch (famiglia) of the Universal League of 
the Society of Free Nations has received a report drawn up 
by two distinguished Italian economists, Professors Einaudi 
and Prato, together with the influential Radical statesman, 
E. Giretti. The reporters deplore the recrudescence of Protec- 
tion, in defiance of the principles proclaimed by Mr. Wilson in 
his great speeches (particularly those of January 8th and Sep- 
tember 27th, 1918). While the most virile sections of the Allied 
nations have been fighting for noble ends, crafty politicians have 
been contriving diabolical systems of customs preferences and 
multiple tariffs, “nominally directed against imaginary German 
dumping after the war, but in reality designed to obstruct free 
trade between Allied countries.” The reporters hope for the 
complete abolition of all protectionist devices, of tariff wars, and 
fiscal retaliation in the cause of particular countries. Economic 
boycott should be permitted only when used by the League of 
Nations against recalcitrant States. 





THE University of Edinburgh have instituted a Degree in 
Commerce. The course of study for the Degree is to extend 
over not less than three academic years. The curriculum of 
classes qualifying for the Degree is to comprise seven full courses 
(or certain equivalents). A full course shall in general consist 
of not less than seventy-five meetings of the whole class on 
separate days, with possibly additional meetings for tutorial or 
other supplementary instruction. The Senatus, with the approval 
of the University Court, shall have power to exempt from attend- 
ance on or examination in not more than three full courses of 
the Curriculum or the equivalent thereof, a candidate who pro- 
duces satisfactory evidence that he has undergone sufficient 
training or examination outside the University in the subject or 
subjects of such courses. 





RECENT PERIODICALS AND NEW BOOKS 


The Quarterly Review. 


January, 1919: The Currency Note in Relation to Banking. W. A. 
SHaw. Up to the end of 1915, currency notes formed an unim- 
portant emergency incident. By the end of 1916 they had only 
just replaced the pre-war currency. The level of prices at that 
date, therefore, was not due to inflation. The shortage of com- 
modities was one cause; ‘if prices rise and the volume of the 
currency media remains stationary, there will be a currency 
pinch or hunger.’’ Again, the increased industrial activities 
caused a demand for currency. Also, ‘‘ with a restricted cur- 
rency the immense credit operations of the present war could 
not have been safely carried through.’’ The writer recommends 
accepting an inconvertible currency frankly. Dissenting from 
the Committee on Currency and Exchange, he approves of Mr. 
Larkworthy’s scheme (mentioned in the Economic JouRNAL, 
1917, p. 300). German Banks and Peaceful Penetration. A. D. 
McLarEN. German methods of “ penetration’’ are exhibited 
in detail, stress being laid on the combination between banks, 
their ‘‘long’’ (langfristiger) credit with deposits not payable on 
demand, and their collection of information about foreign 
customers. The writer has read the ‘‘record-cards,’’ some 
100,000, and correspondence of the London branch of the 
Dresden bank, which documents substantiate his apprehension 
of German competition. The political action of the German 
banks is also sinister. 


The Edinburgh Review. 


January, 1919. Profit Sharing in Agriculture. (ANONYMOUS.) 
Transport Reconstruction. W.M. Acwortu. There is no justi- 
fication for expenditure on canals, except for minor improve- 
ments, nor for the construction of light railways. The develop- 
ment of motor transport deserves attention. Incidentally, the 
proposed tunnel between England and France is blessed; the 
tunnel to Ireland is banned. Coal Conservation. Pror. J. W. 
Coss. Ships and Empire. Davip Hannay. 


The Nineteenth Century. 


Fesruary, 1919. Bolshevism according to Lenin and Trotzky. Dr. 
ArTHUR SHADWELL. The tyranny of the Bolshevist dictators 
attested by their own utterances extends to industry. ‘‘ Every 
great machine industry . . . demands the unqualified and 
strictest unity in the will which guides the common labours of 
hundreds, thousands, and ten thousands of men. Technically, 
economically, and historically this necessity is obvious, and 
would be recognised as a primary condition by all who had 
thought over Socialism. But how can the strictest unity of will 
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be secured? By the subordination of the will of thousands to 
the will of a single person . . . the unquestioning submission 
to a single will is unconditionally necessary for the success of 
industrial processes.’’-—(Lenin.) Problems of Currency and 
Exchange. MoreETON FREWEN. 


Contemporary Review. 


Fesruary, 1919. The Demobilisation of Juvenile Workers. Muss 
B. L. Hurcuins. The old evils of cul de sac employments 
have now more than ever to be guarded against. 


Better Business (Dublin). 


NovEMBER, 1918. Co-operation in the New World. Lionen SmitTH- 
Gorpon. Apples and pears are the subject of this seventh 
article on Transatlantic co-operation. Odious Comparisons. 
Lennox Ropinson. Comparisons are drawn between the use of 
public libraries in Ireland and in the United States; e.g., South 
Dakota, with a population rather smaller than that of Con- 
naught, has forty-seven libraries; Connaught none. The Future 
Policy of the I.A.O.S. D.C. Complete Co-operation. E. S. 
Wooster. An account of a co-operative colony in South Cali- 
fornia started in 1914 by the Vice-President. Co-operation in 
the Liberated Regions of France. H. SaGnier. 


Quarterly Journal of Economics (Cambridge, Mass.). 


NovemMBer, 1918. The Wheat and Flour Trade under Food Adminis- 
tration Control, 1917-18. Wutrrip Exvprep. The problems of 
the Food Administration were: (1) To attain stability of price; 
(2) to preserve supplies for home consumption and export; 
(3) to distribute the available wheat among the mills equably. 
The first and third problems were successfully solved. The 
Price-fizing of Copper. L. K. Morse. The necessity for price- 
fixing and its good results are shown. An Estimate of the 
Standard of Living in China. C. G. Dittmer. Budgets of 195 
families in the neighbourhood of Pekin show a median income 
between 90 and 109 Chinese dollars (worth, say, half American 
dollars), and verify Engel’s law by the immense proportion of 
income spent on food. Railway Service and Regulation. C.O. 
RuaGies. The defects of the service are not mainly due to the 
war, and will not be refnoved by Government ownership without 
drastic regulation. 

Prof. T. N. Carver contributes a crisp note on the “‘be- 
haviourists’’ who, maintaining that the older economists have 
exaggerated the pecuniary motives, themselves run into the 
opposite extreme. 


The American Economic Review (Cambridge, Mass.). 
DECEMBER, 1918. Dependency Index of New York City, 1914-17. 
I. M. RusmMow. A method of measuring destitution. Diminish- 
ing Returns in Manufactures. Cuartes Mixter. Why a shoe 
manufacturer successful as a small manufacturer failed with a 
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larger factory. Closed Shop versus Open Shop. H. E. Hoac- 
LAND. A comparison between union and non-union shops. 
Relations between Labour and Capital and Reconstruction. 
O. Spracue. The Theory of Railroad Reorganisation. A. S. 
DEWING. 


Political Science Quarterly (New York). 


DecEMBER, 1918. The Public Finance of Santo Domingo. T. R. 
Farrcuitp. Limitations of the Ricardian Theory of Rent. II. 
W. R. Camp. 


The Journal of Political Economy (Chicago). 


DeceMBER, 1918. The Problem of Demobilisation. (ANONYMOUS.) 
Production after the War. H. Gorpon Hayes. The Taxable 
Income of the United States. D. Fripay. The national income 
is put at $21,000,000,000; the amount paying taxes at 
$17,700,000,000. 

JaANuARY, 1919. Cartels during the War. WiuutaAm Nortz. Pre- 
liminary Survey of Industrial Reconstruction. Duprey Cores. 
University Schools of Business and a New Business Ethics. 
H. A. Wooster. 


American Economic Association. Report of the Committee on 
War Finance. 


This is a strong committee, including in the list of its members, 
among other distinguished names, those of Bullock, Hollander, 
Kemmerer, Noyes, Plehn, Seligman. The committee consider 
only public revenue, not expenditure. They make valuable 
suggestions as to the income and excess profits taxes, as to 
indirect taxes and other branches of finance. They are decidedly 
against a levy on capital as a means of paying war debt. It 
would ‘‘ descend with crushing burden and cruel inequality,’’ 
would dislocate business, discourage saving, encourage public 
extravagance. Loans to meet the huge war expenditures were 
unavoidable, but the attendant expansion of currency and bank 
credit should be minimised. 


American Academy for Political Science (Philadelphia). 
JaNuARY, 1919. This number is devoted to Reconstruction. 


The Arbitrator (Boston). 


NovemseErR, 1918. This number records an animated debate between 
George Haven Putnam, that venerable champion of Free Trade, 
and Mr. Thomas O. Marvin, editor of the Protectionist. Mr. 
Putnam leads off; Mr. Marvin replies; and there is a rejoinder 


and a rebutter. w 
The Arbitrator is a monthly, ‘‘ dedicated to the impartial dis- 
cussion of practical questions.’’ Debates on prohibition, birth 


control, single tax, and other burning questions have appeared 
in recent numbers, 
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Journal des Economistes (Paris). 


DeEcEMBER, 1918. Le programme économique de M. Lloyd George. 
Yves Guyot. A protest against State intervention. La Ré- 
quisition de la flotte commerciale. G. Scuettr. L’ Algérie 
pendant la guerre. KE. Faucx. Le probléme de la population 
aprés la guerre. N. Monnet. A résumé of M. Savorgnan’s 
study in Scientia (i), where it is argued on the basis of the loss 
by war of males between twenty and forty-four years of age, 
and the previous rate of increase that it will take the United 
Kingdom ten years to repair its losses of population, Germany 
twelve years, and France sixty-siz. 

January, 1919. Le réglement des comptes avec l’ Allemagne. YvES 
Guyot. Le marché financier en 1918. A. RarFFALOvIcH. 
L’influence de la guerre sur le pouvoir de consommation et sur 
la formation des capitauz. G. ScHELLE. Les bases de ta ligue 
des Nations. H. Lampert. Le progrés économique de la 
Gréce depuis quarante ans. A. ANDREADES. 


Revue d’ Economie Politique (Paris). 


May-Junr, 1918. La guerre et les finances de la France. Decamp. 
A lucid statement of war finance, especially of the part played 
by the Bank of France. La syndicalisation obligatoire en Alle- 
magne. H. Hauser. Le régionalisme économique. B. RAYNAvpD. 
(Continued and ended.) 

Juty-Aucust, 1918. L agriculture frangais et les prisonniers de 
guerre. X. La circulation fiduciaire, la thésaurisation et la 
hausse des priz. M. Barré. Les moyens de la politique de 
conquéte des marchés étrangers au XVII¢ et au XVIII? siécles. 
A. Descuamps. Les congrés ouvriers frangais en Juillet, 1918. 
R. Picarp. 


De Economist (La Hague). 


DeEcEMBER, 1918. Het vraagstuk van de delging der oorlogs- of 
crisisschulden. G. M. Boissevain. Referring to Prof. Pigou’s 
article in the Economic JournaL (June, 1918) on a special 
levy to discharge war debt, M. Boissevain condemns that 
project. Gelddepreciatie en groenteprijzen. C. A. VERRIJN 
Stuart. The rise in the price of sundry vegetables since 1814 
confirms the view that causes on the side of money have con- 
tributed to depreciation. 

Appreciative notices of articles in the Economic JOURNAL, 
1918, are contributed by E. C. Van Dorp. 


Giornale degli economisti (Rome). 


Octosir, 1918. Dei problemi del dopo guerra relativi all’ emigrazi- 
one. lL. Bopio. Italian workmen are to be encouraged to stay 
at home, but not to be compelled. ‘‘If the war was fought to 
free Europe from Prussian militarism, let us not be smothered 
under the coils of bureaucracy ’’ [funzionarismo]. Scelta dei 
mutui fondiari a vari saggi d’interesse. G. ROpOLIco. 
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NoveMBER, 1918. Una possibile soluzione del problema doganale. 
G. ANONSANI. A compromise scheme for dealing with imports. 
Discussioni sulla pressione tributaria. B. Griziotti. 

DEcEMBER, 1918. Industria delle costruzioni navali e dell’ arma- 
mento. HE. CorBIno. 


La Riforma Sociale (Turin). 


SepTEMBER-OcTOBER, 11918. Le fonti storiche della legislazione 
economica di guerra. Il controllo dei cambi in Piemonte nel 
1798. G. Prato. La nuova economia. L. Ernaupi, B. ALEs- 
SANDRINI. A résumé of Dr. Walter Rathenau’s Die Neue Wirt- 
schaft. 

NOVEMBER-DECEMBER, 1918. Relazioni fra commercio internazionale, 
cambi esterni e circolazione monetaria in Italia nel quarantennio 
1871-1913. Correlations are traced between the state of the 
exchanges, the excess of exports over imports, and the expansion 
of the currency. Moneta e prezzi nelle piu recenti loro mani- 
festazioni. G. AtEssio. II collocamento nell’ immediato dopo- 
guerra. A. CABIATI. 


L’ Ufficio Munictpale del lavoro di Roma. _ Bolletino Mensile 
(Rome). 


DecemBeR, 1918. The first number of this monthly promises to 
exhibit facts objectively and to allow free discussion of ideas. 
Among other articles bearing on after-war problems is a study 
on changes in the cost of living, with suggestion as to corre- 
sponding increase of wages. The index number for Italian 
prices based on seven articles is tested by the omission of one 
—flour—(farina), and the addition of two (potatoes and eggs). 
The official index number based on seven articles shows a rise 
of almost 180 per cent. in June, 1918, compared with the first 
half of 1914. The varied index number shows a rise of almost 
140 per cent. for the same period. 


NEW BOOKS 


English. 


Benson (Rosert). State Credit and Banking during the War 
and After. London: Macmillan. 1918. Pp. 53. 


BREEDENBEEK (A. F.). Fire Insurance a State Monopoly in the 
Netherlands. Amsterdam: International Publishing Co. 1918. 
Pp. 95. 


Cocuuan (T. A.). Labour and Industry in Australia from the 
First Settlement in 1788 to the Establishment of the Commonwealth 
in 1901. In four volumes. Oxford University Press. 1918. 
£3 13s. 6d. net. 

[To be reviewed. ] 
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Core (G. D. H.). An introduction to Trade Unionism. (Trade 
Union Series, No. 4.) London: Fabian Research Department and 
Allen and Unwin. Pp. 128. 


[To be reviewed.] 


Core (G. D. H.). The Payment of Wages. A study in payment 
by results under the wage system. (Trade Union Series, No. 5.) 
London: Fabian Research Department. 1918. Pp. 155. 


[To be reviewed. ] 


Davenrort (E. H.). Parliament and the Taxpayer. With a 
preface by the Right Hon. Herbert Samuel, M.P. London: Skef- 
fington. 6s. 

(To be reviewed.] 


German Designs in French Lorraine. The Secret Memorandum 
of the German Iron and Steel Manufacturers. From the German. 
London: Allen and Unwin. 1918. Pp. 43. 


[The displacement of the Lorraine frontier by the incorporation of mining 
lands torn from the old German Empire long ago, will greatly promote (German) 
national welfare, in view of a future war.] 


Herzoe (8.). The Iron Circle. The Future of German Indus- 
trial Exports. Translated from the original German by M. L. 
Turrentine. London: Hodder and Stoughton. 1918. Pp. 280. 
6s. net. 

[The views of an engineer and economist. ] 


Hoxzson (J. A.). Richard Cobden. The International Man. 
London: Fisher Unwin. Pp. 409. 


Industrial Situation after the War. (The Garton Foundation.) 
Revised and enlarged edition. London: Harrison. 1919. Pp. 174. 2s. 


Knipss (G. H.). The Private Wealth of Australia and _ its 
Growth. Together with a Report of the War Census of 1915. Mel- 
bourne: Commonwealth Bureau of Census and Statistics. 1918. 
Pp. 196. 


LEVERHULME (LorpD). The Six-hour Day. With an Introduction 
by Viscount Haldane of Cloan. Edited by Stanley Unwin. London: 
Allen and Unwin. 1918. Pp. 328. 


PaisH (Sir GeorGe). A Permanent League of Nations. London: 
Fisher Unwin. 1918. Pp. 139. 


Papers for the Present. (Third series.) The Drift to Revolution. 
London: Headley. 1919. Pp. 52. Is. 


PeppiE (J. Taytor). Economic Reconstruction. A further de- 
velopment of ‘‘ a National System of Economics.’’ London: Long- 
mans, Green and Co. 1918. Pp. 242. 6s. 6d. net. 


[The reader can estimate the worth of this “further development’ from the 
review of the ‘‘national system,’’ which appeared in the Economic JourNat for 
1917, p. 375.] 


Reiss (Ricwarp). The Home I Want. London: Hodder and 
Stoughton. 1919. Pp. 175. 2s. 6d. net. 


[The object of the book is to present within a small compass such informa- 
tion as may be of practical use to housing reformers who are trying to improve 
the conditions of their own town or village.] 
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Rogpinson (Cyrin E.). New Fallacies of Midas. With an Intro- 
duction by Sir George Paish. London: Headley. 1918. Pp. xxiii+ 
288. 6s. net. 


Spooner (H. J.). Industrial Fatigue in its Relation to Maximum 
Output. Forewords by Sir R. Hadfield, F.R.S., and Mr. J. R. 
Clynes, M.P. 


SmitH-Gorpon (LIoNEL). Co-operation for Farmers. London: 
Williams and -Norgate. 1918. Pp. 247. 


Stites (C. R.). The Alphabet of Investment. With an Intro- 
ductory Note by E. T. Powell. London: Financial Review of 
Reviews. Pp. 54. 


StitweE.u (A. F.). How to Reduce Your Income Tax by Liberty 
Currency. London: Hodder and Stoughton. 1918. Pp. 70. 1s. 3d. 
net. 

[An introduction to the ‘‘Great Plan,” which, as set forth in the volume so 
entitled, will enable the nations to pay all war debts within fifteen months.] 

Stott (OswaLp). Freedom in Finance. London: Fisher Unwin. 

[Credit might be distributed as a right rather than a favour ; so as to promote 
financial democracy rather than oligarchy.] 

Usporne (H. W.). Women’s Work in War-time: A Handbook 
of Employments. Edited by H. W. U. With a Preface by Lord 
Northcliffe. 

WitTHers (Hartiry). The League of Nations: Its Economic 
Aspect. Oxford University Press. 1918. Pp. 16. 3d. 

[Without the league production will be diverted to means of destruction, and 


restricted by the checks to international trade and investment which national 
‘self-sufficiency ’’ implies. Confidence is essential to enterprise. ] 


American. 


ANDREWS (IRENE OsGoop). Economic Effects of the War upon 
Women and Children in Great Britain. (Carnegie Endowment for 
International Peace. Preliminary Economic Studies of the War. 
Edited by D. Kinley.) New York: University Press. 1918. Pp. 
vi+190. 

Auuin (CepHAN D.). History of Tariff Relations of the Australian 


Colonies. (University of Minnesota Studies, No. 7.) Minneapolis: 
University of Minnesota. 1918. Pp. 177. 

Carver (Pror. T. N.). Principles of Political Economy. 
Boston: Ginn and Co. Pp. 588. 

[An outline designed to make the democracy “understand the economic prin- 
ciples upon which national prosperity and greatness depend.’’] 

Doren (D. H. van). Workmen’s Compensation and Insurance. 
(David Wells Prize Essay.) New York: Moffat. 1918. Pp. 382. 


KamMERER (PERcy G.). The Unmarried Mother. Boston: Little, 
Brown and Co. 1918. Pp. xiv+342. $3. 


[Correlation of illegitimacy with mental abnormality, with bad home con- 
ditions and other circumstances is shown.] 
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FLORENCE (D. Puivip Sarcant). Use of Factory Statistics in the 
Investigation of Industrial Fatigue. A manual for field research. 
(Columbia University Studies.) New York: Columbia University. 
1918. Pp. 153. 

[To be reviewed. ] 

Guasson (W. H., Ph.D.). Federal Military Pensions in the 
United States. Edited by D. Kenley. (Carnegie Endowment for 
International Peace.) New York: Oxford University Press. 1918. 


Lincotn (Epmonp Earue). The Results of Municipal Electric 
Lighting in Massachusetts. (Hart Schaffner and Marx Prize Essays 
in Economics.) Boston: Houghton Mifflin. 1918. Pp. x +484. 

[Thirty-nine municipal electric lighting plants are compared with a corre- 


sponding number of the most nearly comparable private plants. The larger com- 
panies make a better show than the municipal plants. ] 


Rontzaun (Evart G. and Mary Swain). The A.B.C. of Exhibit 
Planning. New York: Russell Sage Foundation. 1918. Pp. 284. 
$1.50 net. 


Scort (J. B.). The Treaties of 1785, 1799, and 1828 between 
the United States and Russia. (Carnegie Endowment for Inter- 
national Peace.) New York: Oxford University Press. 1918. 
Pp. 207. 


Scotr (JaMEs Brown). The Armed Neutralities of 1780 and 
1800. (Carnegie Endowment for International Peace.) New York: 
. Oxford University Press. 1918. Pp. 608. 

SINGERLAND (W. H.). Child-placing in Families: A Manual for 
Students and Social Workers. Introduction by H. H. Hart. New 
York: Russell Sage Foundation. 1919. Pp. 261. 


French. 


Rist (C.). La situation financiére de 1’Allemagne, de 1’Autriche- 
Hongrie et de leurs alliés. Paris: Tenin. 1918. 

Scott (James Brown). Une cour de Justice Internationale. 
(Dotation Carnegie pour la Paix Internationale.) New York: Oxford 
University Press. 1918. Pp. 269. 

Scorr (JAMES Brown). Les conventions et déclarations de La 
Haye de 1899 et 1907. (Dotation Carnegie.) Avec une introduc- 
tion par J. B. Scott, Directeur. New York: Oxford University 
Press. 1918. Pp. 318. 


VANDERVELDE (EMILE). Le Socialisme contre |’Etat. Paris: 
Berger-Levrault. 1918. Pp. lvi+174. 3 fr. 
Yves Guyot. Les Garanties de la Paix. Paris: Alcan. 1919. 


4 fr. 50 c¢. 
[The difficulties in the way of a League of Nations are exhibited.] 


Ttalian. 


Baccur (Riccarpo). L’Italia Economica nel 1917. Anno IX. 
Milan: Societa editrice. 1918. Pp. 312. 
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GRAZIADEI (A.). Quantit&é e mezzi di équilibrio fra domanda et 
offerta un condizione di concorrenza di monopolio e de sindicato 
fra Imprenditori. Rome: Atheneum. 1918. 


GrizioTtTi (B.). Teoria dell ammortiamento delle importe e sue 
applicazioni. Rome: Atheneum. 1918. Pp. 96. 


Maror (LANFRANCO). I fattori demografici del conflitto Europeo. 
Con introduzione di Conrado Gini. Rome: Atheneum. 1919. Pp. 
595. 

Maror (LANFRANCO). Come si calcola e a quanto ammonta la 
ricchezza d’Italia e delli altre principali nazioni. (Studii della 
Rivista delle Societa Commerciali.) Rome: Atheneum. 

[A study of statistical methods and comparison of results.] 


German. 


Sompart (W.). Sozialismus und Soziale Bewegung. Seventh 
edition. Jena: Gustav Fischer. 1919. 


[The new edition of Sombart’s well-known book includes an account of the 
latest developments in the Class War, and deals fully with Bolshevism and its 
leaders. Sombart declares that the latest social movement is not blessed with any 
creative ideas, and that the revolutionary movement which began in 1917 repre- 
sents the completion, and also the end, of Marxian Socialism. ] 


Bicuer (K.). Die Sozialisierung. Tiibingen. 1919. 


[The reprint of a lecture by the famous Leipzig economist, in which is 
discussed the socialising tendencies at present current in Germany. Biicher 
favours the nationalisation of land.]} 





